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            MR. NEERCHAL:  I think we should

  start.  We're actually still waiting for a

  couple of our committee members and -- but I

  think, you know, to keep with the schedule as

  much as possible, I think we should go ahead

  and start.

            I am Nagaraj Neerchal.  I'm chair

  of this committee.  This is EIA's ASA

  Committee on Energy Statistics.  So, we are

  an advisory committee to EIA, but we are an

  ASA committee.  That's a big distinction.

  And this is our fourth meeting -- all right.

            But I want to just go over a couple

  of basic information, here -- so we are going

  to have -- you know, you have a schedule in

  your -- those of you in the front, here --

  you have a schedule in your folder, and those

  of you in the audience, you can grab a

  schedule from the side table.

            So, we have one break in the

  morning and then the lunch, and then the one

  break in the afternoon.  And the most

  important information -- can you hear me

  okay?  I don't need to lean in, eh?

            I usually don't need a microphone,

  even in a lecture hall, so -- I do okay.  So,

  most important information -- rest rooms are

  on either side of the hallway.  Most

  important.

            MR. HILL:  That depends on how old

  you are.

            MR. NEERCHAL:  No age jokes after

  40, that's what I would say.

            So, we have two break out sessions.

  One breakout session will be in this room.

  Another one will be at fifth floor --

  downstairs directly beneath this room.  And,

  please, all attendees -- the members and the

  guests -- please sign in.  Put your name down

  and where you are -- and which organization

  you belong to, and your e-mail address.

            So, we need that for our

  transcript.  Now it -- is she here?  Yes.

  Now, here is the EIA liaison to the ASA.  And

  I think after a long time, we pretty much

  have a full house.  We have all the members

  attending, so Alethea has done her magic, so,

  I think we should give her a hand for that.

            And this is only the second time

  you're running it, Alethea?

            MS. JENNINGS:  Yes.

            MR. NEERCHAL:  Hard for me to

  believe that.

            MS. JENNINGS:  Thank you.

            MR. NEERCHAL:  Those of you, you

  know, the cell phones may not work in this

  room.  You know, my experience is that they

  don't always work as well as you want them

  to, but if you want to give somebody a

  telephone number to, you know, catch you in

  an emergency, the phone number here is

  202-586-5259.  Okay?

            And we're going to have lunch for

  the committee members and guests.  Not here,

  they're usually -- it's in this building.  It

  is in another location, special location.

            MS. BROWN:  Just a block away.

            MR. NEERCHAL:  Yeah.

            MS. BROWN:  Just a block away.

            MR. NEERCHAL:  Just a block away

  and Alethea is going to tell us how to get

  there, later on.

            And we have a transcriber, Mark

  Mahoney, and he is recording this meeting,

  so, you know, election time, you have to be

  stuck here for (off mike) what you are

  saying.  And you cannot be mad, this one,

  once you say it.  And so, please, state your

  name before you speak and speak clearly and

  into the microphone.

            Those that are in the audience,

  please come to the microphone.  I think we

  have one at the far corner there.  So, once

  again, please state your name, your

  affiliation, and then speak to the

  microphone.  So, occasionally, we might just

  ask you, in the middle of the sentence, and

  say, state your name.  So, it's not that we

  don't want to hear what you say, but state

  your name.

            So, we have a presentation that

  could (off mike) a microphone.  Those who

  need it, please ask for it.  Larry?

            MR. TOMAN:  Larry or Lawrence?

            SPEAKER:  Lawrence.

            MR. NEERCHAL:  Yeah, he's our audio

  person here.  He's going to be here any time

  now, I guess.

            Now, we have two new members I

  would like to welcome them.  Steve Brown --

  put your hand up.

            MS. BROWN:  Not to be confused with

  Stephanie Brown.

            MR. NEERCHAL:  Right, yeah.  So,

  Steve -- he introduced himself as Steve, so

  I'm going to go with Steve -- and Steve

  Brown.  And Vince Iannacchione.

            MR. IANNACCHIONE:  Yes.

            MR. NEERCHAL:  So, yes, welcome.

                 (Applause) And I was ensuring

                 Vince that this was a

            Good balance of fun and work

  committee, so you're going to enjoy it.

            So now, before we start, I want to

  ask Howard to come and give the opening

  remarks.  But before we do that, let us do

  our introductions.  So, I will start with

  myself here.  Just state your name and

  affiliation.  And I am Nagaraj Neerchal.  I

  am from UMBC.  I'm the chair of the

  Mathematics and Statistics Department at

  UMBC.  I've been with the committee -- this

  is my last meeting -- so, six years.

            MS. BROWN:  I'm Stephanie Brown.

  I'm with the Energy Information

  Administration.  I'm the director of the

  Statistics and Methods Group and this is my

  second committee meeting.  I'll really count

  it the first, because the last time I had

  been here for about, maybe, three days when I

  came to the meeting.  So, it's a pleasure to

  see those that were here last time and to get

  to know the new members that I haven't met

  yet.

            And Stephen is going to be

  interesting because I'm Stephen -- Stephanie,

  with the 'IE' -- we're going to probably get

  some e-mails mixed up here, I guess.  We'll

  blog it back.

            MR. GRUENSPECHT:  Howard

  Gruenspecht.  I'm the acting administrator of

  EIA, and hopefully you'll find me a new boss

  as quickly as possible.

            MR. TOMAN:  I'll -- oh, never mind,

  I'll just let it be.

            I'm Mike Toman, at the RAND

  Corporation, though right now I'm actually on

  leave at the World Bank.

            MR. WEYANT:  John Weyant, Stanford

  University.

            MR. BINGHAM:  Derek Bingham, Simon

  Fraser University in Vancouver.

            MR. BROWN:  Steve Brown, I'm

  retired from the Federal Reserve Bank of

  Dallas.

            MR. MELENDEZ:  Israel Melendez,

  Constellation Energy Group.

            MS. JENNINGS:  Alethea Jennings.

  I'm EIA's liaison to the ASA.

            MR. RUTHERFORD:  Thomas Rutherford,

  the Swiss Federal Institute of Technology.

            MR. KOKKELENBERG:  Edward

  Kokkelenberg, SUNY Binghamton.

            MR. IANNACCHIONE:  Vince

  Iannacchione, RTI International.

            MR. CLEVELAND:  Cutler Cleveland,

  Boston University.

            MR. HILL:  Walter Hill, St. Mary's

  College of Maryland.

            MR. BLAIR:  Ed Blair, University of

  Houston.

            MR. NEERCHAL:  Before we go to the

  audience, I would like to welcome Izzy.  He's

  our member in training.  He's officially

  coming on board for our next meeting, but we

  are very happy that he could join us and

  watch the proceedings and -- the productive

  ones.  So -- one semester ahead of time --

  welcome Izzy.

            MR. MELENDEZ:  Thank you.

            MR. NEERCHAL:  Can we go to

  audience, please?  No, no, go to the

  microphone.

            SPEAKER:  Sorry, guys.

            SPEAKER:  All right.  I'm okay --

  that's cool.

            MR. NEERCHAL:  That's my fault.  I

  should have known that is a wireless mike,

  right?

            MR. RICHARDS:  Dick Richards, with

  SAIC.

            MR. DEVLIN:  Tom Devlin, with SAIC.

            MS. MILLER:  Renee Miller, EIA.

            MS. SUTHERLAND:  Grace Sutherland,

  EIA.

            MS. JOYCE:  Mary Joyce, EIA.

            MR. HOEGH:  Andy Hoegh, EIA.

            MS. BLUMBERG:  Carol Blumberg, EIA.

            MS. LENT:  Janice Lent, EIA.

            MS. HUGHES-CROMWICK:  Carrie

  Hughes-Cromwick, EIA.

            MR. TSENG:  Phillip Tseng, EIA.

            MR. BRADSHER-FREDRICK:  Howard

  Bradsher-Fredrick, EIA.

            MR. LU:  Ruey-Pyng Lu, EIA.

            MR. BROWN:  Tom Brown, EIA.

            MR. DANDEKAR:  Ramesh Dandekar,

  EIA.

            MR. NEERCHAL:  Alethea Jennings,

  EIA.

                   Before we go forward, I need to

                 kind of

            Remind you all that Stephanie Brown

  -- she's the lead federal official for this

  committee.  So, she -- in this capacity --

  she is attending the meeting and she can ask

  us to shut up any time that she wants,

  basically.

            MS. BROWN:  No.

            MR. NEERCHAL:  And she can adjourn

  the meeting.  I think she has the right to

  suspend the proceedings at any time she feels

  like we are out of hand.  Okay.

            MS. BROWN:  You guys better watch

  it.

            MR. NEERCHAL:  Anyway -- so,

  finally there's the courtesy issues.  And if

  you have a question, please put your hand up

  like this and I'll try to call in the order

  in which they were turned up -- if I can

  clarify.

            So, I think that we have gotten

  everything, is there anything else I'm

  missing, Alethea?

            MS. JENNINGS:  No, I think that's

  it.

            MR. NEERCHAL:  So, we are now --

  it's a pleasure for me to ask Howard to give

  his opening remarks.

            MR. GRUENSPECHT:  Hello.  Anyway,

  first of all I'd like to welcome you and

  thank you for being here.  I guess it's a

  time of transition both in the committee -- I

  know we're losing some members and our

  chairman after this meeting -- and also in

  Washington and at EIA.  But I wanted to talk

  about -- or a couple of things.  I won't do a

  PowerPoint because I have a feeling that

  you'll see more PowerPoint than you can stand

  today.

            I want to talk a little bit about

  transition.  I want to talk a little bit

  about human capital at EIA.  I'll also make a

  pitch, in terms of our summer intern program

  because some of you have students.

            I'd like to talk a little bit about

  budget, and then I'd like to actually talk a

  little bit about substance, some of the

  things that are going on.  But, you know, the

  committee is experiencing a transition.  We

  have new members at this meeting, we'll have

  new members at the next meeting.  You know,

  EIA is also experiencing a transition.  Guy

  Caruso left on -- at the beginning of

  September after serving six years as

  administrator.  And he did a lot for us.

  We're in the market for a new administrator,

  but we probably -- the sooner the better, as

  far as -- well, I know I feel that way.  I

  have a feeling that everyone that works here

  feels that way.

            It'll probably take some time.  The

  history has been that, I guess, Jay Hakes,

  who served before Guy for about seven years,

  he came on board at nine months after the

  Clinton administration came in.  Guy came on

  board about 20 months after the Bush

  administration came in.  I hope that's not a

  line that we can extend.

            You know, it is true that the

  President doesn't in his term say, what's the

  position I have to fill first?  EIA

  administrator.  Although I have a feeling

  that it's probably raised somewhat in

  prominence, you know, with the blooming of

  energy as a top tier issue.  Or maybe energy

  is like the 25 year locust or something.  It

  comes up, you know, every 25 years.  But,

  hopefully, we'll get a new administrator

  early in the new administration.

            I think we've been blessed with

  long serving, high quality administrators who

  have a real interest in energy as a subject

  and also with the well being of EIA as an

  institution.  Again, the last two

  administrators served for 15 years together,

  the half-life of a political appointee, which

  the administrator is typically under two

  years, so it's a pretty unusual appointment

  to be EIA administrator.  And I think EIA has

  done very well historically with who it's

  gotten as administrators.

            So, the bottom line is, if you know

  people in the transition team, get us

  somebody good.  That would be helpful.

            You know, the energy was going to

  be a big issue, I think, in this election,

  which created some concerns for me, I think.

  It turns out it was eclipsed by the credit

  crunch.  Probably I, personally, was the only

  beneficiary of that in the country, so I'm

  not going to complain.  But energy is going

  to probably be a pretty significant issue for

  the next little while.

            You know, we expect that the sort

  of the big T transition -- energy and related

  environmental issues -- I know a lot of

  people here are quite expert in some of the

  climate change issues.  It could play, and

  likely will play and important role in the

  agenda of the new administration.  And we

  expect EIA to be receiving lots of inquiries

  both factual and analytic.

            The Congress is also expected to

  emphasize energy issues.  I think it's

  interesting that Chairman Bingaman, who's the

  chairman of the Senate Energy and Natural

  Resources Committee, he issued at the end of

  the last Congress, this sort of looking

  forward message for the 111th Congress and he

  included in that something that I'll read to

  you.

            It says:  Finally, we need to

  improve the function of federal agencies and

  programs related to energy across the board.

  We need to develop real strength in the

  federal government, in terms of working with

  entrepreneurs, industry, and markets, and

  commercializing new energy technologies.  We

  need to insure that a new generation of

  energy professionals can be brought into

  government to help meet the challenges before

  us.  One of the most effective windows we

  have on energy markets, the Energy

  Information Administration, needs to be

  significantly expanded and strengthened, so

  we can better understand the forces driving

  energy prices.

            It's actually pretty unusual for a

  chairman to, you know, make a statement like

  that about us, a sort of a statistical and

  analytical agency and, you know, we didn't

  shove it in.  I mean, it came as a surprise

  to me when I saw it, so I thought you might

  be interested in that.

            You know, in terms of building EIA

  and, I guess, you know, we were very

  concerned about hiring and human capital at

  EIA even before we got Bingaman's statement.

  We're currently at about 360 staff, net of

  retirements.  We're able to increase our own

  board head count by about eight employees in

  FY 2008, which is a good thing.  I mean, we

  had been constantly battling a fairly large

  number of retirements.  I think the

  organization is actually getting younger.  We

  don't discriminate against old people, but

  the organization is getting younger.

            We've sort of tried to make

  recruitment sort of a permanent part of what

  we do, in that we're really in sort of

  permanent recruitment mode.

            We participated in the joint

  statistical meetings in Colorado this year.

  We recruited at the INFORMS meeting in

  Washington about a week and a half ago.

            You know, we're out giving

  recruitment talks whenever the occasion

  arises.  I went out to the Joint Program on

  Statistical Methodology.  You know, I've

  given a pitch to students participating in

  the local chapter meeting of the

  International Association for Energy

  Economics and I'm trying to get other people

  to kind of make it -- understand that it's

  part of their job to kind of encourage, you

  know, interest in joining EIA.

            Clearly, a committee like this is a

  great resource, I think, in that regard.  A

  lot of you have academic appointments and

  we're very interested in your views regarding

  suggestions or recommendations as to how we

  could proceed in this area, to be more

  effective.

            We do have a very active summer

  intern program.  I think we have about 35, is

  that right?

            MS. BROWN:  Close.

            MR. GRUENSPECHT:  Thirty-five last

  summer, so we had -- in a 360-person agency,

  we had 35 summer folks and we're planning on

  a similar number for the coming year.  Our

  announcement will be available next month and

  our plan is to evaluate applications received

  prior to January 15th, first, so we can make

  our initial round of offers in February.

  Last year we got some feedback that we lost

  some people because we were a little slow in

  responding, and people took other things.

            If you have students who might be

  interested, we'd certainly like to work with

  you.  We can certainly add you to a list that

  when our announcement goes out, we can send

  it to you.  You know, so you don't have to

  spend your time waiting to look at out

  website, and the like.  It will be on our

  website, but we can certainly send it to you.

  We'd certainly appreciate it, if you would

  share it with your most talented students.

            So, we're a government agency.

  Money matters a lot.  The situation there is,

  I guess, what we've come to expect.  There's

  no regular order on budgets any more, so the

  fiscal year started October 1st, but there's

  really no permanent budget enacted.  We're

  operating under a continuing resolution.

  It's at the Fiscal Year 2008 level, which is

  unfortunate for us because the administration

  proposed a pretty substantial increase for

  EIA, from about $95 million up to $110

  million.  That -- pending a decision on the

  actual budget.  We're not getting that, we're

  not seeing that.

            There's no objection to that in

  either the House or the Senate.  In fact, the

  House committee bumped up the $110 million to

  about $120 million.  The Senate committee

  went with the $110 -- so, hopefully, that

  will get resolved when they get around to

  doing a fiscal year 2009 budget, but it's

  possible that it will not get resolved.  When

  they tend to do these budgets late, there's a

  tendency to roll everything together in a big

  package, a big deal.  And sometimes the

  detail, you know -- the detail -- and we are

  a detail.

            You know, Department of Energy is a

  $26 billion department and, you know, we're a

  $100 million agency.  And it's very easy to

  get lost in that type of, you know, massive

  roll-up.  But, we'll just have to see what

  happens in that regard.

            And, certainly, some of our

  initiatives will depend on getting that

  additional funding.  We are trying to use the

  funding to address some issues in petroleum

  data quality.  We want to upgrade our

  national energy modeling system, which is a

  -- I know we've talked about it in this group

  in the past.

            We want to improve our cyber

  security efforts.  We're having some

  difficulties with some people who are baying

  very hard on us at the time of our weekly

  data releases, and it's creating some

  potentially -- some difficulty in getting the

  data out to -- on a fair and timely basis to

  all folks.

            So, those are the kinds of issues

  we'd like to work with if we, in fact, get

  the funding that we've requested.  And,

  again, that the administration seems to

  support.

            Turning a little bit to substance,

  which is a good thing.  Yeah, the winter

  fuels outlook looked like a disaster, if

  you'd look at it from the perspective of last

  summer.  But I guess as energy market

  situation has changed since the summer, it's

  getting better from the point of view of

  consumers, although we do expect fuel

  expenditures to be higher for all fuels this

  winter, than they were last winter.

            So, prices have come down a lot,

  but consumers are still looking at fairly

  high prices.  On average, we expect U.S.

  households to pay about 15 percent more on

  heating this winter.  The heating oil people

  will pay more than that.  I mean, those folks

  are looking, probably, at the worst

  situation.

            One of the things we're dealing

  with is the projections reflect the economic

  outlook for the U.S. and the world as of

  mid-September.  I think the economic

  forecasters -- you know, when you look at the

  global insight and the blue chip consensus

  and what have you.

            Starting really in the last week of

  September, the outlook has turned

  substantially more negative for the economy

  in the U.S. and maybe the world.  Although I

  think that's really an open question as to

  how much transmission outside of the

  developed world the credit crunch will have?

  I know they're the things we're reading about

  in the paper every day.  But a weaker economy

  would tend to reduce the demand forecast for

  energy, you know, insofar as oil demand is

  concerned.  I guess the key question is the

  extent to which the credit crunch impacts

  economic growth in developing countries where

  oil demand has been growing rapidly.

            So, we're struggling with that now

  as we don't think about where we're going

  with oil demand in the short run.  I mean, we

  really look at this in sort of three pieces.

  We look at where demand would be going, and

  price matters, but income matters seems to

  matter a lot more in the short run.

            We look at growth in non-OPEC

  supply and then we look at OPEC's behavior

  and it's really the balance between those

  three things, particularly how the growth in

  non-OPEC supply relates to the growth in

  global oil demand.  That's pretty important,

  you know, for looking at the tightness or

  looseness of oil markets.

            I guess the other really

  interesting news which you may or may not

  have caught, is that last week we put out

  information on the proved reserves of oil and

  natural gas in the United States.  And, for

  the first time in the four years, proved oil

  reserves were up a little bit.  I guess

  that's fairly good news, but not big news.

  But the real big news was on natural gas,

  where proved reserves of natural gas in the

  U.S. rose by 13 percent in one year.  And

  that's -- you know, proved reserves of

  natural gas have been growing, but for a 13

  percent jump from something like 211 trillion

  cubic feet up to 237 trillion cubic feet that

  is, you know, sort of an unprecedented type

  of increase.

            And natural gas production in the

  U.S., after being stagnant -- falling -- for

  a period of time, also rose dramatically in

  the first seven months of 2008, compared to

  the comparable 2007 period.  And that's even

  with a substantial loss of production in the

  Gulf of Mexico following Hurricane Ike.  It's

  just been really swamped by the increase in

  on-shore gas production.

            And, you know, if you watch TV you

  see Boone Pickens on TV, you know, saying

  we've got so gas we should put it in

  vehicles.  You used to see more of Aubrey

  McClendon before he ran into a margin call on

  his Chesapeake stock, but, you know, he's

  also very aggressive.  And it's really

  interesting because we go through these

  periods in the U.S., you know, in the '90s,

  the late '90s, there was a lot of talk of --

  and, again, tremendous amounts of natural gas

  generating capacity were built.  And the cost

  of gas was, you know, $2 a million BTU, and

  it looked just very attractive as a source of

  -- you know, people were looking at the

  climate change issue.  They would look at

  substitution from coal for natural gas as the

  key.  And then from -- if you fast forward to

  2003, I think that's when I joined EIA.  Big

  crisis in the availability of natural gas and

  rethinking, you know, how much natural gas

  there is.

            And I think Alan Greenspan, a man

  who's reputation probably has taken a little

  bit of a hit lately, but he testified in --

  he went up in front of Congress and he

  testified on energy policy.  I always think

  that someone at the Fed who I went through

  graduate school with told me that Greenspan's

  trick was to go and testify on issues, you

  know, interesting observations in parts of

  the economy unrelated to monetary policy.

  And so, he went up and gave a testimony on

  natural gas where he spoke about LNG as the

  -- you know, very important to the future of

  natural gas because of North American natural

  gas being in this extremely tight, short,

  kind of supply situation.

            So we started, like in the late

  '90s, you know, all the natural gas you'd

  ever want to have sort of view of the world.

  And then you got to this 2003/2004 natural

  gas is very scarce.  Some people are going to

  need to reserve for only the, you know, most

  important uses where you don't have

  alternatives.  It kind of sounds a lot like

  the late 1970s, for those of us who are old.

  And now you're going back to this -- you

  know, more of a thought that, gee, maybe

  there is a real lot of natural gas in North

  America?

            So, it's kind of interesting, this

  whole issue cycling through.  And I think

  that will be something that's paid a lot of

  attention to, both in the climate change

  context and in the energy security context

  next year.  And I think EIA will, you know --

  some of this -- clearly there's interest in

  more than proved reserves.  I mean, but this

  big jump in proved reserves, I think, will

  play in that discussion.

            So -- and I know natural gas is an

  area where the committee has played a large

  role over time.  In fact, the committee has

  helped us with our former member, I think.

  Randy Steer has helped us with some of our

  methodology in that area.

            I think we're having good success

  in tracking production.  It's one of the

  things that came up following the 2003

  effort, where we started a new survey to

  track natural gas production on a monthly

  basis.  We definitely picked up this huge

  increase in production early.  You know, so,

  that's been a success story.

            We've been doing a lot of service

  reports for Congress.  Lieberman-Warner

  climate bill is one that we did.  We've been

  looking at crude oil production, you know, in

  the Artic National Wildlife Refuge.  We tried

  to look at the impact of hydrogen on

  petroleum consumption and carbon dioxide

  emissions.  That was a request from Senator

  Dorgan, who is our Appropriations

  Subcommittee chairman, so we take the request

  seriously, even though I think hydrogen is

  some way off in time.  And that was sort of

  challenging for us to look at that because to

  even look at scenarios where hydrogen plays

  an important role as an energy carrier, we

  had to go beyond our usual 20/30 type

  horizon.

            So, again, there's a lot going on.

  Some of our information that we have

  published in the Annual Energy Outlook -- in

  2007, we had included a section about opening

  the Outer Continental Shelf and what that

  might do for oil production.  And the answer

  was, probably not too much in terms of the

  Atlantic and Pacific OCS.  And that became a

  rather heated issue this summer and probably

  would have been a heated issue this September

  had it not been overtaken by the credit

  crunch.  So, again, EIA was a beneficiary of

  the credit crunch.  But a lot of what EIA

  does really does kind of matter a lot to

  these issues.

            We're working on efforts to

  collaborate with the states.  The 2007 energy

  bill -- the Energy Independence and Security

  Act -- included provisions that asked us to

  work with the states, in terms of state level

  data.  And we've been doing that, getting

  feedback on their data needs.  There's

  actually another report under that bill that

  we have to prepare that asks us about data

  quality issues and the scope of our program.

  And we're trying to accelerate that report,

  so we can have it really when the new

  administration comes in.

            The new administration will come in

  and they, the old administration -- you know,

  normally you kind of -- it's like Charles

  Dickens, you live in three years:  The budget

  you're executing, the budget you have on the

  Hill, and the budget you're putting together

  to have on the Hill next year.  And usually

  we would have been working -- we would have a

  -- which budget would we have -- a 2010

  budget proposal for Fiscal 2010 would have

  been put together, vetted through OMB.  They

  didn't do it this year, they figured the new

  administration's going to come in and quickly

  do a 2010 budget, and then do a 2011 budget

  on the regular cycle.

            So, we are trying to prepare these

  reports to kind of have them ready when the

  new administration comes in to do its 2010,

  which will be its first budget, and its 2011

  proposal.

            We also, I guess, have a closed

  session scheduled later today to deal with a

  letter that we got from Senator Feinstein

  regarding the way we do projections.  And she

  asked for some independent review of that and

  we though, well, why not give it to folks on

  this committee who maybe can, you know,

  identify someone who might be able to do what

  they're looking for.

            I think, again, a lot of these

  issues got to be very -- as oil prices rose,

  I think a lot of these issues got to be very,

  very political, as you might expect.  And we

  know EIA does need to deal with that.  So,

  we're looking for your help on that.

            So, all in all, there's a lot going

  on.  A lot of the things involve issues where

  folks on this committee have a lot of

  expertise and we need your counsel.  We look

  forward to your deliberations, and that's

  really it.  So thank you very much for being

  here -- and I guess I'll take any questions,

  if there's time.  I don't want to put you

  behind schedule.

            MS. BROWN:  I'm going to be short,

  so if you want to.

            MR. GRUENSPECHT:  Okay.  I don't

  care.  I mean, I'm happy not to.

            MR. NEERCHAL:  Don't answer

  question, just be happy.

            MR. KOKKELENBERG:  I have a quick

  question.

            MR. GRUENSPECHT:  Yes, sir?

            MR. KOKKELENBERG:  Edward

  Kokkelenberg.

            MR. GRUENSPECHT:  Yes, Senator?

            MR. KOKKELENBERG:  Edward

  Kokkelenberg, not a Senator.

            MR. GRUENSPECHT:  Faculty senator?

  No?

            MR. KOKKELENBERG:  Do you pay them?

            MR. GRUENSPECHT:  We pay them, yes.

            MS. BROWN:  Interns?

            MR. KOKKELENBERG:  Yes, summer

  interns.

            MR. GRUENSPECHT:  Absolutely, we

  pay.

            MR. KOKKELENBERG:  Thank you.

            MR. GRUENSPECHT:  We pay like --

            MS. BROWN:  They're like GS-5.

            MR. GRUENSPECHT:  I figure they get

  paid like GS-5 salary.

            MR. KOKKELENBERG:  Which is?

            MR. GRUENSPECHT:  I don't know.

            MS. BROWN:  I don't know.

            MR. GRUENSPECHT:  You and I

  wouldn't live on it, but --

            MS. BROWN:  This is Stephanie

  Brown.  Not only do we pay them, but they

  earn benefits.  You know, they earn leave,

  and sick leave, and it's a good deal.  It's a

  good deal for them.

            MR. KOKKELENBERG:  Thank you.

            MS. BROWN:  And they're in

  Washington.  Most of them really, really

  enjoy being in Washington for the summer.

            MS. HUGHES-CROMWICK:  Stephanie, I

  think it was $34,000 annual rate.

            MS. BROWN:  $30,000?

            MR. GRUENSPECHT:  $34,000.

            MS. BROWN:  Okay, GS-5 money?

            MR. GRUENSPECHT:  Yeah.

            MS. HUGHES-CROMWICK:  (off mike)

  annual rate.

            MR. GRUENSPECHT:  Yeah,

  $34,000/35,000.  It will go up, probably, in

  January -- so you can go up with that, but

  it's not a bad -- it definitely paid.

            MS. BROWN:  And there's a couple of

  ways that they can become interns.  One is by

  applying online to the opportunity for summer

  internships, but also to the Joint Program in

  Survey Methodology, there's an opportunity

  and an application process there, also.  It's

  a different program -- there's several

  different programs.

            MR. GRUENSPECHT:  But, again, if

  you have an interest, potentially, you know,

  in addition just to checking, you know, we

  can actually set it up so we will

  pro-actively reach out to you when the

  announcement gets put out.

            MS. BLUMBERG:  It will also be in

  AMSTAT news this year for the first time.

            MR. GRUENSPECHT:  Great.  Sir

  Rutherford?

            MR. RUTHERFORD:  What about -- is

  there any restriction to U.S. citizens or

  students of the U.S.?

            MS. BROWN:  Yes, thank you, U.S.

  citizens.

            MR. GRUENSPECHT:  U.S. citizens.

  Oh well.

            MS. BROWN:  Yeah, but there's got

  to be some that are citizens somewhere.

  Some of you must have citizens?

            MR. GRUENSPECHT:  Yes, sir?

            MR. IANNACCHIONE:  Vince

  Iannacchione.  I'm just wondering, where did

  all the natural gas come from?

            MS. BROWN:  From the reserve?

  Yeah.

            MR. GRUENSPECHT:  The extra of a

  lot of it is, well, Shell gas reserves, which

  I think you've been hearing about from our

  friends in the industry, certainly have grown

  rather dramatically, but a lot of it is

  really tight -- just tight sands gas.

            This is one of the few -- I don't

  know if the program was a success or not, but

  in the 1992 Energy Policy Act, there was a

  Section 29 tax credit for production of gas

  from what's called tight sands and coal bed

  methane.  And that lasted for a fixed period

  of time and then expired.  Oftentimes, when

  you have these tax credit programs, the

  history has been that you can get the

  activity that's being promoted while the tax

  credit persists, but the talk when the

  program is put in place is always, we're

  going to give a jump start, you know, but

  then presumably they'll the car will run

  after we remove the jumpers.  It often

  doesn't.

            In this case, it really did.  I

  mean, I think one could -- well, I'd want to

  be careful before I said it was the program

  that did it, but there's no question that

  there was none of this sort of tight sands

  activity.  And then this tax credit was put

  into effect and then this activity did come

  in.  And the activity has really prospered

  and grown, you know, even after the tax

  credit was removed, in part because of the

  increase in natural gas prices from $2 a

  million BTU to, well, as high as, you know,

  on a monthly basis, $12 or $13 a million BTU,

  now back around $6 pr $7 a million BTU.

            But they've really developed --

  there's a lot of good technology that's come

  into play and some application of horizontal

  drilling to natural gas.  And I think some of

  their technology on fracturing the formations

  -- which is pretty important, because gas

  doesn't flow very well in those formations.

            And I think the real question is,

  there's a lot of shale in other -- I mean,

  the field in shale that's been the big

  performers is Barnett shale, where, like, you

  know, they're drilling under -- I mean, Steve

  Brown's from Dallas, so he knows.

            MR. BROWN:  Actually, I'm from

  Tarrant County, which is even better.

            MR. GRUENSPECHT:  Yeah, so he's a

  rich man.  That's probably why he retired,

  but -- you know they're drilling the place

  under the city, under the airport -- you

  know, and with sort of relatively small

  surface impacts, they're able to drill these

  shale gas formations.  I think the open

  questions relate to some of the other shales

  in the country because there are lots of

  shales.  A lot of the -- they're just

  Marcellus shale under New York and

  Pennsylvania, and other parts of the

  Northeast.  There are certainly shales in

  Louisiana that hold a lot of interest.  But,

  in some sense, there's no guarantee that each

  of these formations will be the -- you know,

  will have the same characteristics as some of

  the more successful fields.  But that's been

  a big area, you know.  Again, the tight sands

  and the shale, I think, have been the biggest

  areas.

            There's been a lot of production

  from the tight sands in the Rockies.  You

  know, Rockies gas has been growing rather

  dramatically.  And so, there's a lot going on

  in natural gas.

            But, again, we've cycled, you know,

  in a year -- from the late '70s, when, you

  know, gas was too precious to use for

  anything but home heating and industry, to

  the late '90s when, you know, gas is the

  answer to everything, to 2003, where you're

  sort of back to the late '70s.  You know,

  they didn't quite reinstate the Fuel Use Act,

  but they -- you know, it's precious gas that

  we don't have enough in North America and

  we're all going to have massive imports of

  LNG.  Now, back to, you know, a view that's

  headed back toward the other way.  The cycle

  of thinking about this is really, you know,

  probably flipped about 4 times in the last 20

  years.  And it really does remain to be seen,

  you know, what -- but, again, the proved

  reserves is -- that is sort of an SEC --

  Securities and Exchange Commission -- kind of

  concept of what can be booked in terms of

  revealing to investors what each company

  holds.  And having that jump 13 percent in a

  year, and having production jump by 8 percent

  after having been stagnant for quite a long

  time is really, you know, a fairly big deal.

            I don't know what else to say about

  it.  Maybe --

            MR. BROWN:  This is Steve Brown.  I

  was just going to make a couple of comments

  about Barnett shale.  First of all, I signed

  a mineral lease agreement a few months ago,

  to sell the gas out from under my house.

            MR. NEERCHAL:  Steve, can you --

            MS. JENNINGS:  Can you speak up a

  little bit?

            MR. BROWN:  Okay, I'm just -- I was

  just kind of, you know, making a personal

  observation.  I actually signed a mineral

  lease agreement a few months ago, to sell the

  gas out from under my house.

            I don't know that I'll get anything

  other than the initial payment.

            It was recently announced in the

  Barnett shale area that companies are laying

  off land men, now that natural gas prices

  have sunk.  And one of the other issues

  that's arising -- because this has been

  largely urban development -- it is that the

  cities are, in fact, resisting the

  development of the infrastructure necessary

  to move the gas to market.  And I think

  that's a issue that could appear in other

  urban areas for gas production.

            And Texas is kind of lenient on

  this kind of stuff, but these issues are

  arising nonetheless.

            MR. KOKKELENBERG:  Just a quick

  comment.  Edward Kokkelenberg again.  Just a

  very quick comment -- in New York there is a

  great division between land owners who want

  to capitalize on the royalty payments and

  everybody else who is very uncertain about

  the amount of water that fracturing the

  Marcellus shale will take, and the chemicals.

  And so, they're opposed to it.

            I have very good friends who are

  mounting huge campaigns to oppose drilling in

  the Marcellus shale.

            MR. GRUENSPECHT:  We've got --

  really, you know, it remains to be seen both

  on a technical level and on an acceptance

  level.  It's an interesting set of issues.

            MR. NEERCHAL:  Thank you.  And you

  (off mike) next time you -- Stephanie?

            MS. BROWN:  I'm -- Lawrence, it's

  okay.  I'm not going to be the one to make us

  late for the break, so I'm not going to use

  the slides, I'm just going to talk to you.

            I wanted to go over with you some

  of the improvements that we've made based on

  your suggestions from the last committee

  meeting, in April.  And I want to preface

  this with, just because we don't take that

  suggestion doesn't mean it isn't a good

  suggestion.  That means that maybe there were

  some resource issues or maybe it was not

  appropriate at the time.

            So, let me begin with modeling peak

  oil.  In April, you recommended that we

  conduct sensitivity analysis on several input

  assumptions, including initial (off mike) and

  recovery backers.

            And, in fact, we did several

  addition runs based on this lower

  assumptions, and they will be compiled in a

  yet to be published white paper on peak oil.

            In addition, the committee made

  about three other recommendations that I

  won't go over in depth because we didn't

  think they were appropriate at the time.  But

  will include -- we're looking at -- they

  weren't appropriate for the International

  Petroleum Production Model, but we're looking

  at them in other models, like the

  International Energy Outlook.

            So, again, it's not that we don't

  appreciate your recommendations, but probably

  another time.  And it is -- it's sort of a

  two-way street.  We encourage -- you know, we

  bring problems to you and ask you for your

  opinions, but on the other hand, maybe you

  can make some suggestions to us and challenge

  us to think outside of the box.  And maybe

  that we don't take all of the suggestions

  right away, but we don't ignore them.

            The second area that you may have

  some suggestions about was our web customer

  survey that Colleen Blessing from our

  National Energy Information Center conducts.

  And one of the things you asked us to do was

  to ask first time visitors if they were

  likely to come back?  And, in fact, this

  question appeared on the 2008 survey that was

  conducted in July.

            You also asked about a tutorial or

  guide for novice users, and we did add

  content on energy education and an

  introduction to what EIA has in that area, on

  our website.

            Also on the web customer survey,

  you suggested providing an option for more

  detailed responses to the questions and, in

  fact, after a lot negotiation, this really

  became more complicated than I thought it

  would be.  Four of the 12 questions we added

  follow-ups and branching, to get more rich

  detail.  It took a lot of negotiation with

  Colleen, but we did finally get it on there.

            The other thing that you suggested

  was having single question surveys imbedded

  on the site, like:  Was this information

  useful to you?  A yes or no.  But we haven't

  done that yet.  We may in the future.

            And this -- under the new -- some

  new initiatives I wanted to talk to you

  about, and this sort of goes along with

  something Howard had said about the interns.

  One of our strategic goals is the workforce

  goal.  And that includes recruitment and

  retention workforce development, and you'll

  see on the agenda today that we have some

  breakout sessions with newer staff.

            One of the things in that

  recruitment and retention is mentoring and

  developing new staff, and encouraging them to

  present.  So, we have two sessions over the

  next couple of days of newer staff, to show

  you things that they're working on.  And one

  of the things that I'd like to see come out

  of this is sort of a mentor/protege

  relationship. If there's something that one

  of you sees in these presentations that

  strikes interest in you, we would really like

  to see you develop a relationship with one of

  the staff, and try and encourage them and

  direct them as much as you can.  It doesn't

  have to be a formal mentoring thing, but even

  through e-mail or telephone conversation to

  help them.  I think it would benefit them

  quite a bit.

            So, we'll see those two

  presentations.  One of them is Brian and

  Emre, from the Office of Integrated Analysis

  and Forecasting.  They'll do one this

  afternoon.  And then Vlad, from the Office of

  Coal, Electric, and Alternative Fuels will

  present on Friday.

            Let me see, okay, something else

  new that we've done since our last meeting,

  we have a new online press room.  Again, this

  was launched on October 7th -- just this past

  month -- by the National Energy Information

  Center, in coordination with our web steering

  committee.  And this is on our internet site.

  You'll see a section for press releases,

  congressional testimony, media contacts,

  upcoming reports and testimony, weekly data

  releases, and also something very interesting

  -- that I found very interesting -- what we

  call our Energy In Brief article that provide

  information on important topics in energy, in

  just plain English, so the ordinary person

  off the street can read it and understand.

  So that's been very interesting.

            Finally, I wanted to just mention

  to you our Spring 2000 ASA meeting and EIA

  conference.  We're going to be holding --

  this will be in April of next year, so I hope

  we'll have all of you again.

            It's so nice to have everybody on

  the committee here.  In April 2009 -- we

  don't have -- I don't know the exact dates

  because I didn't write them down, but I think

  we do have the exact dates, but I just didn't

  list them.

            On the Thursday and Friday prior to

  our EIA annual conference, for those of you

  that were around in April, we had our first

  ever EIA conference and we plan to do that

  again.  And we want to hold our committee

  meeting the Thursday and Friday before, and

  then Monday and Tuesday will be the EIA

  conference.  So, you could spend the weekend

  here in Washington and see the cherry

  blossoms, which will be out at that time.

  So, this is an incentive to come.

            MR. NEERCHAL:  Guaranteed.

            MS. BROWN:  Yeah.  Hey, they know

  now.  We'll be providing you more information

  about that.

            And tomorrow I'll talk to you,

  probably, about some potential topics for the

  Spring, so we can be thinking about them.

  One of them, though, that I'll just mention

  now, our resource model enhancements for the

  natural gas production estimates, we're

  thinking about a monthly calibration and

  you'll be getting more information about this

  over the next few months prior to the next

  conference, but I'm pretty sure that will be

  a topic, among other things.

            And if there's anything that, of

  course, you want us to bring up in the

  Spring, all you have to do is send me a note

  and I look forward to working with Ed, who

  will be the new chair.  And between the two

  of us, we'll come up with a great agenda.

            Okay, I think that's all I have.

  So we're back on track.  That was fast.

            MR. NEERCHAL:  Any quick questions

  for Stephanie?

            MS. BROWN:  Okay.

            MR. NEERCHAL:  So we will just head

  into break and I just want to allude to what

  Howard mentioned in his remarks, that we are

  going to have a closed session in the

  afternoon.  It's closed to the committee and

  EIA staff will --

            MS. BROWN:  There will be three or

  four of us there.

            MR. NEERCHAL:  -- (off mike) for

  the project.  This is, you know -- we will be

  discussing the Senate Hill request and the

  EIA response to that.  And there was a small

  subcommittee that has been working on --

  preparing some material so we will brief the

  rest of the committee.  So, it is a closed

  session but the committee is requested to

  stay back.

            MS. BROWN:  Yeah, I'll have some

  handouts for you.  I was getting them

  Xeroxed.  I didn't know that we -- are they

  here yet, Alethea?  Did (off mike) bring

  them?

            MS. JENNINGS:  The what?

            MS. BROWN:  The materials for the

  closed session?

            MS. JENNINGS:  They are here.

            MS. BROWN:  Did she bring them?

            MS. JENNINGS:  They are here.

            MS. BROWN:  Did you distribute

  them?

            MS. JENNINGS:  No, we didn't

  disturb the --

            MS. BROWN:  Okay.  Well, we have

  some materials for you, for those who weren't

  already notified about this meeting.  We

  encourage all of you to attend this

  afternoon, and there is a handout in the back

  that has the letter from Senator Feinstein

  and four other senators.  And, also, EIA's

  response to that, which might be good

  material for you to review prior -- if you

  have a chance, prior to the session this

  afternoon because not everybody's had the

  opportunity to see it.

            MR. NEERCHAL:  The subcommittee was

  working on it, so hopefully they will (off

  mike).

            MR. WEYANT:  John Weyant.  Has the

  response been updated?  Because things are

  changing rapidly, especially on some of the

  issues regarding forecast that could possibly

  ever happen and already have.

            MS. BROWN:  Yeah, it will probably

  be getting closer to -- our estimates are

  probably closer now.  No, nothing's been

  updated at this point.  And what we're really

  looking for guidance on, you know, the

  requesting an independent expert review of

  our program and --

            MR. WEYANT:  Yeah, more the

  approach than the numbers.

            MS. BROWN:  Right, exactly.  But,

  no, the response has not been updated.

            MR. WEYANT:  Okay, thanks.

            MR. KOKKELENBERG:  Edward

  Kokkelenberg.  A quick follow-up on John.

  But that's still a draft, then?

            MS. BROWN:  No, that went.

            MR. KOKKELENBERG:  That went, okay.

            MS. BROWN:  It was draft, probably,

  at the time that you saw it, but that

  response went to the Senators, right Howard?

            MR. GRUENSPECHT:  Yeah, I think

  that's right.  I think the idea was before

  the committee's, you know, name was taken in

  vain, we wanted to make -- you know, we're

  not going to send something out, since the

  committee will do X, Y, Z, and -- you know.

  You are an independent group and we respect

  that, so we shared the draft with you, but we

  needed -- we felt we needed to respond.  I

  think it went out in very early September, or

  even late August.  But I think that's

  something Guy signed out, as I recall.  So it

  must have been in August because he left on

  September 3rd.  And this was some of his, you

  know, sort of close-out business.

            So yeah, obviously things have

  changed a lot in energy markets.  In some

  ways, I think some of -- you know, some of

  the hammering, frankly, you know, may have

  been driven by the situation at the time it

  was written.  And my sense is that it may not

  be as burning a concern for them.  You know,

  how obviously messed up, you know, our

  approaches have been when they're, as you say

  --

            MS. BROWN:  Do you think they'll

  send a letter of apology?

            MR. GRUENSPECHT:  I don't think

  they will, but we still feel like we need to

  follow through and, you know, as I said if

  you call them up, and obviously it's not the

  senator.  In fact, it's mostly the staff,

  but, you know, they tend not to want to say,

  yeah, forget about that.  So, we need to

  follow through with them.  But I think the

  events that have been eluded to in this

  discussion do, I think, make it easier

  somewhat.

            MR. WEYANT:  Yeah, the question is,

  do you rub it in?

            MR. GRUENSPECHT:  No.

            MS. BROWN:  No --

            MR. GRUENSPECHT:  The answer is, I

  don't rub it in, but the independent review

  can do whatever the independent review does.

            No, we don't.  Rubbing it in with

  the Senate is not a good idea.

            MR. WEYANT:  Not a good idea.

            MS. BROWN:  Yeah, don't bite the

  hand that feeds you, right?

            MR. NEERCHAL:  Well, shall we go on

  to our break session, even though, I think,

  we kind of gave you all a break here.  I

  think you want to grab a regular donut on the

  way to the (off mike) session?

            The one session meets right here,

  the other one 5E-089.  That's just one floor

  down, right below us.

                 (Recess)

            MR. CLEVELAND:  This is Cutler

  Cleveland, Boston University.  The lead note

  taker for the group.  And we're going to hear

  from Janice Lent from the Statistics and

  Methods Group, EIA.  Hi, Janice -- on some

  work that EIA -- interesting work that

  they've been doing on constructing the -- an

  energy consumer price index.

            Janice?

            MS. LENT:  Okay, thank you.  Can

  you all hear me?  Okay, okay.

            Yeah.  I spoke to this committee

  back last fall about a project on energy

  indicators -- key energy indicators.  It

  turned out, that project kind of morphed into

  another project developing a new energy

  indicator, which was an energy consumer price

  index.

            So, this is the preliminary results

  of that research.  I'll be presenting some of

  the ideas, the motivations that we've looked

  at for doing this, and also show you some

  results and of course as usual, I have some

  questions for the group.

            So, the question that we set out to

  answer with this preliminary research is, is

  it feasible to estimate an energy consumer

  price index from EIA data.  And you might

  wonder why we asked the question at all,

  given that BLS actually puts out two energy

  price indexes -- consumer price indexes every

  month.

            Well, there are some potential

  advantages, we think, to using EIA data to

  compute this kind of an index.  First of all,

  EIA has large sample data for -- I mean, we

  have price data and quantity data --

  consumption data.  Large sample or universe

  data, in some cases, for major energy

  sources.

            So, we can potentially get indexes

  with lower sampling error than the ones that

  BLS has.  Their samples are usually pretty

  small.

            Also, we expect that in the future,

  EIA could be collecting new data, perhaps

  some new data on renewables.  For example,

  there's going to be a new biodiesel survey

  fielded next year.  And our indexes would be

  produced in a less automated environment than

  the BLS environment.

            If you're familiar with the

  production environment of the larger

  statistical agencies, it is fairly automated.

  Changes can be difficult to make.  Rolling in

  new data is often very difficult.

            I was actually at BLS when cell

  phones became common.  I'm dating myself, I

  know.  But, they had a very difficult time

  actually rolling cell phones into the BLS

  CPI.  The BLS system is very automated and

  changes can be difficult to make.

            Of course, it has to be that way.

  It has to be very automated.  Because their

  turnaround time for the monthly indexes is

  very tight.

            But we would have the advantage of

  being able to roll in new data more easily.

  Also, we have projections -- as you know, for

  better or for worse.

            I know there's going to be some

  more discussion about that.  But, we have

  projections of energy prices and energy

  consumption.  So, we can project an energy

  CPI out into the future.  And I'll show you

  some examples of that.

            The fourth reason -- and this is

  kind of looking at the long-term, looking at

  the very long- term, probably -- both BLS and

  EIA are involved in an inter-agency work

  group on innovation in federal statistical

  agencies.  And one of the topics that this

  group has been discussing is, the areas in

  which different agencies are collecting some

  of the same data.

            Energy prices is one of these areas

  where EIA and BLS are sometimes collecting

  basically the same data from the same

  respondents.  And in the future, there may be

  more of an initiative to reduce those

  inefficiencies, reduce that overlap, and

  perhaps have EIA collect the data for BLS or

  some kind of a joint effort.

            So, there's been discussion along

  those lines.  And it would be interesting to

  know for the sake of that discussion, is it

  really feasible to use EIA data in that way.

            So, that's another area where this

  could shed light on the possibilities for the

  future.

            So, here's a basic -- oops, I'm

  going the wrong way.  Here's a basic outline

  of my talk.  First, I want to go over some

  background on price index formulas.  This is

  an area that is more associated with the

  economics literature than the statistics

  literature, so with the group that's more

  statistically oriented, I need to go over

  some background just very briefly.

            Then I'll talk about our

  preliminary research.  We'll look at the data

  that we used and I'll show you some of our

  experimental energy ECPI series.  I want to

  make it clear that none of these are the

  official ECPI.  We don't have such a thing at

  this time.  All of them are experimental.

            And then I'll talk about some of

  the directions we might go based on the

  preliminary research.  Where might we go in

  the future.

            So first of all, what data do we

  need to compute a consumer price index.

  First of all, we need consumer prices, and

  those are the prices that consumers actually

  pay.  Prices as perceived by consumers.  And

  here we mean households.  We don't mean

  business establishments or enterprises.

            They would include taxes and

  distribution costs.  So for example,

  transmission and distribution costs for

  electricity would be included in the consumer

  price.

            Also, we need estimates of

  quantities purchased by consumers.  And here

  we mean sold to household consumers.  And, in

  most of the index formulas and in fact all

  the ones that we're going to look at, we can

  substitute expenditure share estimates for

  the estimated quantities.  This is commonly

  done.  We can do some algebraic manipulation

  on the formulas that will render them into an

  expenditure share weighted form.  And, BLS

  actually does this when they use the consumer

  expenditure survey data for the CPI.  They're

  using not really estimated quantities, but

  estimated expenditure shares.

            So, within is a price index.  The

  index itself is a measure of change in the

  purchasing power of a currency between two

  time periods, what we'll call time period T

  equals 1 and T equals 2.  The time periods

  can be weeks or months or years or whatever

  your data will support.  In our application,

  we used months.

            And, we can think of the indexes

  as, well, basically they're weighted averages

  of price rations.  You see the PI2 over PI1.

  The price for item I and period 2 divided by

  the price for item I in period 1 is a measure

  of the price change between those two periods

  for 1 item.

            Now, those prices could be either

  prices for an individual item, or they could

  be average prices for a category of items.

  And in our application, it is the latter.

  We're looking at average price over average

  price for particular category of items.

            And these price ratios are the

  basic building blocks of the index.  And, all

  of our indexes are some form of weighted

  average of these price ratios.  And they're

  weighted by expenditure shares.  So, the WIT

  -- that's the weight for item I in time

  period T -- is the expenditure on item I in

  time period P -- that's the quantity times

  the price, the amount that consumers have

  spent on that item in period T -- divided by

  the total among of money that they've spent,

  Q times P summed over all of the items in the

  population.  The big N is the population

  size.

            So, as we look through the

  formulas, the thing to remember is they're

  just weighted averages of the price ratios.

  Weighted by these expenditure shares or

  functions of the expenditure shares.

            So, to look at the formulas

  themselves, the simplest formula is the

  Laspeyres Index.  That's a simple arithmetic

  mean of the price ratios, and it's weighted

  by the first period expenditure shares.

            Now, one of the main advantages of

  Laspeyres Index is that it relies only on the

  expenditure share weights, the WITs from

  period 1.  So, in many applications at the

  time of publication -- at the time of the

  publication deadline, the statistical agency

  or the agency that's estimating the index

  will have the data to compute the expenditure

  shares for the first period but not for the

  second period.  So, that's one motivation for

  using the Laspeyres Index.  You only need the

  first period weights.

            Another popular index is the

  Paasche Index.  Well, maybe it's not so

  popular but it's well known.  It's the

  harmonic mean of the price rations.  And

  they're weighted by the second period

  expenditure shares.

            One of the most popular indexes is

  the Fisher Index.  It's known as a

  superlative index.  That superlative index is

  a term coined by Edwin Diewert in 1976

  article.  It's considered a -- based on it's

  economic properties, it's considered a fairly

  good estimate of change in the cost of living

  over time.  And, it's actually computed as

  the geometric mean of the Laspeyres and

  Paasche Indexes.

            And we can also look at the

  geometric mean of the price ratios themselves

  weighted by the first period expenditure

  shares.  And that index is known as the

  geometric mean or geomean index.  That index

  is used by BLS and the BLS CPI to aggregate

  the prices within the small categories of

  items.

            So, both -- you can see that both

  the geomean and the Laspeyres rely only on

  the first period expenditure share weights.

  So that's one of the main motivations for

  using those two.  And they are both used in

  the BLS CPI.  Oops, I'm going backwards.

            Okay.  Now, if we use the average

  of the two weights from the two time periods

  in the geometric mean, we get an index called

  the Törnquist Index.  That's the geometric

  mean of the price rations weighted by the

  average of the expenditure shares.  And that

  actually has economic properties very similar

  to the Fisher, even though obviously their

  algebraic forms are very different.

            And you'll see -- we'll see in our

  application that the Fisher and the Törnquist

  Indexes tend to run together.  They -- in our

  application, they do.

            They do have different properties

  with regard to sensitivity to extreme values.

  And that's a product of their different

  algebraic forms.

            So, why do people get these

  different formulas.  Well, basically the

  Fisher and the Törnquist Indexes are the ones

  that are preferred based on their economic

  properties.  They're considered better

  indexes than the others, less biased.  But,

  the other indexes do have -- Laspeyres and

  the geometric mean, at least, have the

  property that they require less data.  So in

  applications in which those provide good

  approximations to the superlative indexes,

  those are to be preferred.

            So, we'd like to know -- one of our

  questions would be then, can we use a

  Laspeyres or geometric mean in place of one

  of the superlatives.

            Because if we can do that and it's

  just as good, then it would be preferred

  based on the fact that it requires less data.

            So, what data do we have then, from

  EIA?  Well, we do have consumer prices and

  quantities readily available for some energy

  components.  Most importantly, we have

  electricity and piped utility natural gas.

  We both -- we have the consumer -- the

  residential prices and the residential

  consumption readily available each month, so

  we can plug right into the index formulas.

            There are some other data sources

  or some other energy sources, rather, where

  the data have some gaps.  Those are include

  the motor fuels, heating oil, renewables, and

  so on.  And, I do have a paper jointly with

  Joe Ayoub of EMEU that we presented at the

  joint statistical meetings in which we

  discuss those data gaps and we give some

  details about how we dealt with those.  I

  won't go into detail on that here.

            But, largely the data gaps arise

  from the fact that our data sources are from

  the supply side.

            Our data -- most of our data come

  from establishment surveys.  So we often do

  have good estimates of total consumption or

  total quantities sold, but we don't

  necessarily know what proportion of that

  total quantity is due to sales and

  consumption in the residential sector.

            For example, gas stations don't

  usually know who is buying their gas.  They

  don't know if it's being bought for household

  consumption or commercial consumption.  We

  don't try to collect that data from them, of

  course.  So, we don't necessarily have up to

  date data on the household consumption of

  gasoline.  And similarly for heating oil and

  renewables.  We have some data gaps as well.

            So, we made some assumptions in our

  indexes when we filled in those data gaps.

            MR. TOMAN:  Question, Janice?

  That's a gap price -- I'm sorry, quantity but

  not on price?

            MS. LENT:  In the case of gasoline,

  that's true.

            MR. TOMAN:  Okay.

            MS. LENT:  Yeah.  When it comes to

  renewables, actually we have the other type

  of gap.

            So, it can be either way.  And,

  basically the paper -- the JSM proceedings

  paper gives the details on that for each of

  the sources.

            But, I want to show you some of our

  results.  I keep (off mike).  Okay.

            This slide is in your handout.

  Maybe easier to see on a printed copy than on

  the screen.

            But, this is for electricity, and

  this shows our Fisher and Törnquist Indexes,

  our gold standard, basically.  And, they're

  yellow and blue and you can see basically a

  green line.  So, they're running right on top

  of each other.  That tells us that extreme

  values basically are not really an issue in

  our data because that would be the thing that

  would cause them to run apart.

            But, they're right on top of each

  other and you also see projections, our

  projected data out to the end of 2009.  So

  you can see the seasonal pattern and the

  increasing trend over time.  And this runs

  from 1998 to 2009.

            Here we've added in the geomean,

  and you can see that the geomean -- although

  it's fairly close, it tends to run slightly

  low for electricity.

            It has a downward drift.  This

  slide we've added in the Laspeyres, that's

  the blue line and it's running above.  So,

  it's got an upward drift, an upward bias.

  This is pretty much telling us that no, we

  can't really use the geomean and Laspeyres,

  at least for electricity.

            MR. BROWN:  It says BLS up there.

  What's that mean?  Does that mean that BLS is

  a component of (off mike)

            MS. LENT:  Where did you see BLS?

            MS. BROWN:  It's on the top of the

  slide.

            MS. LENT:  Oh, I'm sorry.  It'll be

  -- on the final slide, the BLS one will be

  there.

            MR. BROWN:  Okay.

            MS. LENT:  Sorry.

            MR. BROWN:  Okay.

            MS. LENT:  Yeah, I'm adding them in

  one at a time.  Sorry.  Maybe I should have

  changed the title for the early ones.

            But, this one shows the Laspeyres

  and Paasche along with the other three, and

  you can see the Paasche, the pink line is

  running low.  And then the final one you'll

  see, there's the BLS slide in there.

            The BLS one is the red line, and

  it's actually amazingly close given that it's

  based on completely different data sources

  and it is also based on different formulas.

  But it runs -- it increases faster than ours,

  basically.  Although it has the same seasonal

  pattern, it starts out running below our

  indexes and then starts to run above.

            So, but -- yes.

            MR. NEERCHAL:  In your predictions,

  do you -- do you (off mike) a simple model

  that's the same for all of the formulas?

            MS. LENT:  The model -- it's the

  short- term -- it's the STEO -- the Arstem

  models.  So, it's the short term regional

  energy modeling system.

            It's not a simple system.  It's a

  large econometric modeling system.

            MR. NEERCHAL:  (off mike) modeling

  this data here, bringing the model data (off

  mike)

            MS. LENT:  That's right.  I'm

  bringing the projections that have been

  computed by OIF and bringing them in and

  using them as if they were the actual data.

  Okay.  Sorry.

            Okay, so that's electricity.

  Another component that we looked at was

  natural gas.  And here you'll see the BLS

  line coming in shortly.  But here's our

  Fisher and Törnquist Indexes, and again

  they're running on top of each other.  And we

  have the projected data.  And the most

  noticeable thing, of course, is the seasonal

  pattern and the general upward trend.

            You can also see here that the

  series becomes more volatile towards the end.

  Towards the end of the series.  So, adding in

  the geometric mean, here the geometric mean

  is running higher -- a little bit higher.

  What this means, if you want to give it an

  economic interpretation, basically the -- you

  have a little more elasticity for natural gas

  than you have for electricity.  And that does

  kind of make sense, because natural gas is

  used mainly for heating and people do have

  some other options.  They can put in a wood

  stove or a coal stove or something for

  heating.  Whereas with electricity, you're

  kind of stuck.  At least for summer air

  conditioning and things like that.

            So, that's -- here is running --

  geometric mean is running above whereas for

  electricity it was running below.  Here, you

  can see the Laspeyres Index really running

  way too high.  So, basically not an option in

  terms of approximating the Fisher and

  Törnquist.  Likewise, the Paasche is running

  very low.

            And this is the BLS CPI added in

  there.  The most notable -- noticeable thing

  you can see is it doesn't really have the

  same seasonal pattern for natural gas as ours

  does.

            But basically towards the end of

  this series they're all becoming more

  volatile.  Especially the Laspeyres and the

  Paasche.

            So, that was our natural gas

  component.  We also looked at gasoline.  This

  is motor gasoline.

            And here you see all of the series.

  The Laspeyres, Paasche, Fisher, Törnquist,

  geomean, and BLS CPI together.  And there's

  really  no point in showing them separately

  because they're all running together.  And if

  you think back to what the different formulas

  are saying, they're all different ways of

  weighting and averaging those price ratios.

            In the case of motor gasoline, the

  price ratios all across the country are

  pretty much moving in tandem.  We know we

  have different price levels in different

  parts of the country.  Gas is probably more

  expensive in California than it is in the

  Midwest, for example.  But in terms of the

  changes, the percentage changes, they're

  pretty much moving in tandem.  And in that

  kind of situation, it doesn't really much

  matter what weights you use or what kind of

  mean you use, whether you use geometric or

  harmonic or arithmetic or whatever.  You

  pretty much get the same thing.  And in fact,

  the BLS CPI is running very close to ours

  here as well.

            We also looked at home heating oil.

  And we got essentially the same thing.

  Probably these petroleum products are just

  being -- let's --

            MS. BROWN:  You said for home

  heating oil?

            MS. LENT:  Sorry.  I slipped it

  back.  Okay.  So, probably for these

  petroleum products, they're basically moving

  in response to changes in world crude oil

  prices.  So, they're going in the same

  direction.  We're getting the same thing as

  BLS.

            And then we aggregated -- these

  were the dominant components in terms of

  expenditure share.  We aggregated across the

  four components that we looked at, and we got

  an EIA Fisher and Törnquist Index.  Those are

  -- again, the blue and yellow lines.  Making

  green on the graph.  On this graph we

  compared those with the two BLS energy CPI

  series.  So, the blue series there is the BLS

  Laspeyres Index.  That's the standard all

  items CPI.  The CPIU.  And that's the one

  that most of the newspapers report.  It's

  based on the Laspeyres Index.

            But BLS also does publish another

  index.  They call it the Chained Index.  And

  it's based on the Törnquist formula.  And I

  put that on here as well.  It's the pink

  line, it's running during the latter part of

  the series.  It's running slightly below the

  BLS Laspeyres-based CPI.  And both of them

  start to run after we get to the volatile

  period after 2005, both of them are starting

  to run slightly higher than our energy CPI.

            But, essentially what surprised me

  about the preliminary results that I'm

  showing you is the extent to which our series

  did -- essentially mirror the BLS CPI, very

  similar.  And I really wasn't expecting that,

  given that our data are collected in a

  different way.  We're using a lot of cutoff

  samples, whereas they're using probability

  proportional to size.  And they're using the

  consumer expenditure survey, and so on.

  Which I -- you know, we really don't conduct

  that kind of a household survey to go into

  our indexes.

            So, I was surprised about how --

  with how similar they looked.

            So, let's talk about some of the

  areas where we could do some more work in the

  future.  One of the questions people might

  ask -- naturally ask is, why do we have no

  standard errors for our indexes.  Obviously,

  that's something we'd like to have.

            Well, first of all, this research

  is basically a feasibility study, so we

  haven't gotten to that yet.  That's the main

  reason.  But we have thought about it.  And

  essentially, I think what we would have to do

  given the complex forms of the index formulas

  themselves would use some type of Taylor

  series expansion.  I've done some work on

  Taylor series expansions of the index

  formulas.

            But the main hurdle that we would

  face in computing standard errors for these

  would be the fact that they would have to be

  -- we would have to get the variances of the

  price ratios and the variances of these

  expenditure share weights.  And those are

  going to be functions of the variance of the

  input estimates -- that is those average

  prices.

            And the quantity estimates, the

  sales estimates and so on.

            We're going to need those

  variances, but the other thing that we'll

  need will be the covariance's between the

  input and estimates.  So, because to get the

  variance of that ratio, we'll need to have an

  estimate of the covariance of the numerator

  and the denominator.  And in fact, we would

  expect a very high correlation between the

  numerator and the denominator, because we

  have large -- a large amount of sample

  overlap over time.

            So, we'd want to take that

  covariance into account.  Unfortunately, this

  is an area that EIA, so far, hasn't really

  focused on.  For most of our programs, we do

  have standard errors for the point estimates.

  But we don't necessarily have standard errors

  for the estimates of change across time.  We

  don't compute those correlations.  We don't

  compute those covariances.  So, we would have

  to do some more work in that area in order to

  get standard errors for the index estimates.

            But, that's an area that of course

  -- it would be fruitful to pursue not only

  for the sake of this project, but also so

  that we could tell people whether or not a

  particular change across time is

  statistically significant at the point of

  five level or whatever.  Right now, in

  general, we can't do that.  We can't tell

  people what the standard error is on our

  estimates of change over time.

            Another area that we've thought

  about in terms of future research -- because

  of the fact that our energy CPI is coming out

  so close to what BLS already has, we've given

  some thought to what we might be able to do

  that would be different from what BLS has.

  And we thought about some producer price

  index series that could be computed from EIA

  data.  And a producer price index is -- it is

  a price index, so you use the same types of

  formulas that you use for the consumer price

  index.  It is different in the sense that the

  prices and the quantities reflect -- the

  prices that are paid by or received by

  producers.  Rather than, you know, paid by

  consumers.

            There are different types of

  producer price index, PPIs.  And if you go to

  the BLS site, you'll find hundreds of PPIs.

  Some of them are, you know, prices that

  producers pay and some of them are prices

  that  producers receive.  And, basically BLS

  puts out the PPIs for industry categories.

  They put them out for NAACS categories.  And

  they also put them out for certain

  commodities.  But, what they don't do -- and

  you probably couldn't do in general -- is

  cross the commodities with the industries.

  And that's what we're talking about

  essentially doing here in our first type of

  PPI that we're thinking about.

            It would be a PPI for fuels used

  for electricity generation.  So it would

  include the fossil fuels, primarily coal, of

  course.  Also petroleum, natural gas, but

  renewables as well.  Some of the electric

  power plants are using waste oil, they're

  using landfill gas, and that kind of thing.

            And EIA actually collects a lot of

  data on that in the 923 right now.  So we

  have monthly data.

            We could compute the waste that

  would reflect the fuel quantities used for

  electricity generation.  BLS obviously has

  PPIs for things like coal and so on.  But,

  they're not specific to electricity

  generation.

            So, this would be a leading

  indicator for the electricity CPI.  If we see

  decreases in the prices that the electricity

  generators are paying for their fuels, then

  probably that would lead to decreases in the

  electricity prices.  And vice versa,

  increases as well.

            So, that's one area where EIA could

  produce an index that no one else is

  computing.  And it could be very much of

  interest.

            Another area -- and this is an area

  where we don't really have as much data --

  but it's also an interesting area, is solar

  energy equipment.  And we have annual data

  from the EIA 63A and 63B on prices for solar

  thermal collectors and photovoltaic systems.

  And these are prices that are received by the

  manufacturers.

            So, I've looked at these data, and

  they do show a modest decrease in the prices

  of solar energy equipment over the past few

  years.  So, this would be an interesting area

  to watch. It'd be a leading indicator for

  solar energy prices.  And if we did see

  dramatic decreases in the prices for the

  equipment, it could mean that solar energy is

  one of those renewable sources that is

  becoming more economically viable.

            So that's another area where --

  we've thought about that.  We don't really

  have any preliminary indexes at this time,

  but we'd like the committee's opinion on the

  ideas.

            So, in summary, I think we can

  conclude that it is feasible to estimate an

  energy consumer price index series from EIA

  data.  We've seen that we can do that, and it

  comes out pretty close to what BLS has.

            We would -- need to use the Fisher

  or Törnquist formula, at least for things

  like natural gas and electricity.  For the

  petroleum products, we might get away with

  Laspeyres or geomeans.  And so we're all

  running on top of each other, at least for

  now.

            And for future research, we'd like

  to refine what we've done so far on the ECPI.

  I'm working right now on automating the

  computations.  We would need to do that in

  order to produce it on a regular basis.  For

  the preliminary series, we were doing a lot

  of, you know, plug and chug in Excel and some

  of it in SAS, but we didn't really automate

  it.

            That's something we would have to

  do.  And possibly add some additional energy

  sources.  We do have data for things like

  propane.  Some for wood and kerosene and

  those -- we don't really expect those to make

  a big difference in the indexes because

  they're so small in terms of expenditure

  share.

            But, we could add some additional

  energy sources.  And then we'd also like to

  explore the energy producer price indexes.

  The electricity, fuels, and the solar energy

  equipment that we talked about.

            So, questions for the committee.

  First of all, we'd like your opinion on the

  preliminary research.  The fact that, okay,

  it's coming out pretty close to what BLS has.

  What are the pros and cons, then, of our

  automating that and putting it out on a

  regular basis, adding to it, perhaps adding

  some renewable data over time as EIA

  potentially collects more data on renewables

  that become a larger piece of the energy

  puzzle.  Obviously, we're looking into the

  future.  We don't really know what's going to

  happen with renewables, but presumably if one

  or the other renewable energy sources takes

  off in terms of its share of the energy

  market, then there would be a demand for more

  data.

            Also, of the PPIs that we've talked

  about, the electricity, fuels, and solar

  energy equipment, which do you think would be

  more relevant?  Both to policy makers and to

  the general public.  If we were to pursue one

  or the other of those, or maybe you think

  neither of them.

            Those are the main questions we'd

  like to get the committee's input on.

            Okay.

            MR. CLEVELAND:  Thank you, Janice.

  Very interesting.  Questions from the

  committee?  Steven and then Dan.

            MR. BROWN:  I have a couple of

  quick questions.  This is Steve Brown.

  What's the turnaround time for this index

  that would be projected?

            MS. LENT:  For the projections/

            MR. BROWN:  No, not for the

  projections, but how fast, you know -- once

  you put it into production, how many months

  lag would there be between the time --

            MS. LENT:  Yeah, see, that's --

            MR. BROWN:  (off mike) we're

  getting here in October would be beginning

  Septembers data?  August data?  July's data?

            MS. LENT:  Yeah.  See, the lag is

  different for the different energy sources.

  But I would say, we would be looking at a

  lag, at least at the beginning, that would be

  longer than what BLS has.  Ours would be

  coming out later.  So, it would be coming out

  probably two months or so after the reference

  period.

            MR. BROWN:  And if you were going

  to measure the relative inflation of the

  energy sector against the overall inflation

  in the economy (off mike)

            MS. LENT:  I think what I would do

  -- and I did this at BTS with airfare prices

  -- essentially, I mean, you can take the

  energy index and then rebase the CPI -- the

  all item CPI.  Or, the all items PPI if

  you're looking at a PPI.  And just project

  them on the same graph and compare them.

  Obviously right now, you'd get the energy CPI

  going way above the all item CPI.

            But that's the kind of comparison

  that you could make.

            MR. BROWN:  So you would end up

  basically dividing it with something produced

  by the BLS if you wanted to get the relative

  inflation in the energy sector?

            MS. LENT:  You could divide it,

  yeah.

            MR. CLEVELAND:  Ed?

            MR. BLAIR:  Ed Blair.  Just as a

  quick follow up on that, I take the motive

  for Steve's question to be that with the

  numbers being produced by BLS, you can

  compare since the energy numbers are coming

  from the same place, all their other numbers

  are coming from -- you can compare and say

  just how energy relates and once you break

  that up, it's not entirely clear.  Is that a

  fair statement?

            MR. BROWN:  Well, I was just asking

  questions.

            MS. LENT:  Yeah.  I -- yeah.  I see

  what you're saying.  If you look at the BLS

  CPI, then the energy CPI is actually rolled

  into that as a component.  So, if you're

  comparing them, you're comparing, you know,

  something that's already got the energy CPI

  embedded in it with the energy CPI by itself.

  Basically.

            MR. BLAIR:  It's sort of apples to

  apples, yeah.

            MS. LENT:  Well, I wouldn't say

  apples to apples because the way BLS collects

  data for the CPI -- I mean, if they are

  collecting data on apples, they'll go to the

  supermarket and get the data.  For energy,

  they do pretty much the same thing that we

  do.  They go to the electric power companies,

  they don't actually go to the consumers.

  And, well -- for the consumer expenditure

  survey, they do.  But not for the actual

  prices.  And, those are the things that, you

  know, at least for petroleum, they're driving

  -- the weights really aren't important.  The

  prices are driving the indexes.

            MR. BLAIR:  Well, I have -- I

  think, questions related to both of your

  questions --

            MS. LENT:  Okay.

            MR. BLAIR:  -- and the first one

  regarding the top one is, does BLS have a

  mandate to produce their energy price index?

            MS. LENT:  Yes.

            MR. BLAIR:  So, they're not going

  to go out of business on that.

            MS. LENT:  They're not.  I think --

  maybe this hearkens back to the at question

  about in the long term, can we reduce some of

  the inefficiencies in the federal statistical

  system by either combining data collections

  or having one agency collect data for

  another.

            They definitely have to produce the

  CPI.  They can, if they want to, use data

  from other sources.  Like for example, they

  do use some data from the Bureau of

  Transportation statistics as a sampling frame

  for their -- for example, their airfare

  index.  So, they would be within their

  legislative mandate to take the EIA data if

  it were ready in time -- and I think that's

  really the issue -- and roll it into the CPI.

  They could do that.

            Historically, essentially, you know

  -- back when the CPI program started, it was

  under Theodore Roosevelt.  Quite a while

  back.  And, BLS was collecting data on

  everything because these other statistical

  agencies -- transportation statistics, energy

  statistics, and so on -- they didn't exist at

  that time.  And then, the new agencies were

  created.  In fact, new departments were

  created.  Other agencies started to collect

  price data on various different things.  And

  BLS continued to collect price data on

  everything.  So, now we have this situation

  where we have some overlap.  And maybe we --

  maybe it's time -- or maybe it's not time

  yet, but maybe it will be item in the future

  -- to look at that and see if there's some

  way that we can combine things or roll things

  together that would provide some cost savings

  for the federal government.

            MR. BLAIR:  Well, I certainly take

  that point and essentially the underlying

  question is, it seems in nobody's interest to

  produce competing statistics.  It's -- I

  mean, I suppose, you know, you create then a

  market for the statistics.  But it's -- it --

  that's not really obviously of interest.

  It's not entirely clear from a practical

  point of view, though this would be an

  administrative question, why EIA in a sense

  as a smaller agency would take it upon itself

  to generate the statistic.

            The -- but at the end of the day,

  the question would be in talking with BLS, is

  BLS prepared to defer to your numbers to

  collaborate in some fashion.  In which case,

  maybe it would make all the sense in the

  world.  And otherwise, it would just be extra

  work and noise potentially.

            The -- regarding the bottom one.

  Electricity producer price index.  If I

  understood the slide correctly, this -- so

  this would be a -- yeah, producer price index

  for electricity, which is sort of being

  weighted across on a nationwide basis.

            And, I asked myself, well, why

  would this be of interest.  You know, why

  would I want to know this.

            Separate from consumer price

  information, which has -- you can produce an

  electricity series on that.

            And, you're probably ahead of me on

  thinking about this.  The immediate thing

  occurred to me was that, well, this would

  tell me whether my electricity company --

  this would sort of back them up when they say

  their costs are rising by X percent.

            MS. LENT:  Right.

            MR. BLAIR:  But then I thought the

  possible problem -- and I don't know enough

  about electricity generation to know this --

  but then I thought the possible problem is

  that, well, if they said their costs are

  rising by 9 percent and this is showing that

  the weighted average cost nationwide are

  rising by 3 percent, that -- well, they've

  got particular feedstocks.  So, what's

  happening is hydroelectric is not going up as

  fast, but they can't use -- they don't have

  hydroelectric.  So, yes their prices really

  are going up by 9 percent.

            So, I wasn't sure exactly how to

  use this.  What -- I mean, I could see

  especially when it showed that the coal

  producer so to speak was their cost or their

  prices were rising higher than the national

  average, I could see where that would be

  newsworthy.  But, I wasn't sure -- you know,

  sort of in a nonbiased, useful way what --

  how this would be interesting.

            MS. LENT:  How it would be

  interesting to the general public.

            MR. BLAIR:  Yeah.

            MS. LENT:  Yeah.  I -- it probably

  would be geared more toward people who are

  analyzing what's going on in the industry in

  terms of, you know, what's happening to the

  prices that the electricity producers are

  paying for their fuels.  And, you know, if

  the fuel mix does start to change, if there

  is, you know -- if we start to see more

  renewables going into electricity generation,

  for example.  That would affect this index

  and you'd be able to essentially see what's

  -- you know, how that's affecting the overall

  price levels that the electricity generators

  are paying for fuels.  How the fuel mix --

  fossil fuels versus renewables and so on --

  or coal versus petroleum -- would affect the

  overall price changes that they're paying.

  Or, changes in the prices that they're

  paying.

            So, it -- to -- I think what you're

  getting at is, how is the person on the

  street going to relate to what their power

  companies are paying for fuels.  Yeah.  And I

  see your point.  I think it would be more

  something that would be of interest to

  industry analysts and perhaps policy makers.

            MR. BLAIR:  I can certainly see on

  an aggregate national basis the idea that the

  price -- that the producer price index is

  going up by 5 percent, the consumer price

  index for electricity is going up by 3

  percent, they're eating a 2 percent gap that

  they can't eat forever.  So, this has

  implications.  Is that the idea?

            MS. LENT:  That would be one way in

  which you could look at it, yeah.  The --

  comparing the consumer price index to the

  producer price index.  Yeah.

            MR. BLAIR:  And -- I feel like I'm

  hogging things.  So, my last comment here.  I

  guess my top of mind reaction was that this

  is where sort of the value add would be on

  these more specific indices as opposed to the

  overall price index, given that BLS is

  putting out an overall price index that if

  you could hit the right one -- and I don't

  know if it would be solar or, you know,

  renewables, or this electricity -- if you

  could hit the right one, that's where, you

  know, that's where the real plus would be.

            MS. LENT:  Yeah.

            MR. CLEVELAND:  We'll go to Tom and

  then Michael.

            MR. RUTHERFORD:  Yeah, I think my

  comments follow directly.  I think that the

  producing a price index for a perfectly

  homogenous good that's identical to what's

  being done in another institution is not

  really helping very much.

            The more challenging thing here is

  to pick an index for -- I think in general

  for energy services is the idea.  That you

  think about services being a composition of a

  variety of alternative inputs.  Consumers

  make choices.  The modeling is more

  difficult, it's not simply a question of,

  which weighted average do we use, but it's

  much more subtle and potentially --

            But in general, I think about where

  could this be applied.  I think, you know,

  what's the effect of RPS, renewable portfolio

  standards on the cost of generating

  electricity.  That's sort of standard sort of

  question.  In generally, that's to the

  environmental restrictions to what does it do

  to the cost of energy services at the home

  level.  The cost of, you know, providing --

  so there's a variety of things that you could

  imagine situations where these types of --

  having an impartial and previously defined

  index would be useful to the policy debate.

            But I'm not sure how costly it is

  to generate it.  And the only other thing I'd

  point out was that there was an interesting

  study -- I forget whether it was JEEM --

  there was a special issue some -- in the last

  year about the interaction between gasoline

  -- regional gasoline prices and these clean

  air provisions that were studying what the

  interaction between monopoly pricing and the

  restriction of fuels in different areas.  And

  that was, I thought, a very interesting

  study.  And that was looking at the regional

  dimensions of trying to identify the role of

  the interaction between regulation and what

  it does to the market structure.

            And again, that I think would be

  interesting.  But I'm not sure whether

  that's, I think beyond the question --

            MS. LENT:  That's kind of a

  different area.  Yeah.

            Yeah.  One thing that maybe I

  stressed a little bit too much, that ours was

  similar to the BLS series.  It really is not

  identical.  It does run below, for me.  I

  think, you know, the differences are

  interesting.  But, I was surprised by the

  fact that it was so close.  I was

  anticipating that based on totally different

  data sources with different formulas, they

  would come out totally different.

            And in fact, that is what happened.

  That was my experience when I was at the

  Bureau of Transportation statistics.  We

  computed there an index for air travel that

  came out totally different from the BLS CPI

  for air travel because of the different

  methods.

            Here, we're closer.  I still think

  we have better data in terms of our sample

  sizes and so on.

            But, I see your point that they are

  similar and we wouldn't want them to be seen

  as competing.  We would want them to be seen

  as complimentary.  If indeed they both are

  being put out.

            MR. CLEVELAND:  Michael?

            MR. TOMAN:  On the first question,

  since I'm not a statistician, I can't really

  pose this question very intelligently.

            But on the matter of sort of having

  larger samples or more data, if I understood

  you correctly, whatever the BLS does, they

  try to do it with a sampling methodology that

  gives them the ability to compute errors and,

  you know, certain amount of control over the

  statistical process that generates the data.

  Now, EIA, I think, has larger amounts of

  data.  But it seemed like you weren't in

  necessarily the same position with respect to

  guaranteeing the randomness of samples or the

  covariances among different components.  So,

  do you have large samples but potentially not

  as good statistical properties simply because

  you're not starting with the purpose in mind

  that the BLS has had in constructing these

  indexes?

            On the other point that was in your

  early slide about the advantages, you

  mentioned projections.  And, I just think

  generically there's no value in trying to use

  indexes for projections.  The questions for

  projections are much deeper underlying

  questions, some of which we will talk about

  this afternoon.  And, you know, there isn't

  an independent projection of the world oil

  price, for example.  There are scenarios that

  EIA uses and I'm not sure what we can get out

  of a different kind of index for projection

  that would be any more statistically powerful

  or informative than the underlying

  assumptions that are made that go into the

  scenarios that generate the futures.

            So.

            MS. LENT:  Right.  They are based

  on those scenarios.

            MR. TOMAN:  Yeah.  And you don't

  have a forecasting model --

            MS. LENT:  Right.

            MR. TOMAN:  -- so therefore your

  indexes don't add any explanatory power to

  what you've already assumed.  You just have a

  different way of cutting the information.

  Which I don't think adds value for what EIA

  does.

            On the PPI stuff, I think I agree

  with Tom and others who have said it would be

  very helpful to work in more boutique markets

  where you can analyze particular questions

  that are interesting to industry and to

  policymakers.  What I wasn't so sure about,

  particularly in the electricity area, is how

  well you were positioned to do that.  It

  would be one thing to say that you could

  measure all the prices of different fuels

  that -- fossil fuels, say, that go into

  electricity.  But, that will differ depending

  on the fuel mix that any one utility uses or

  a region uses.  I think I'd mentioned that

  example.

            It would also differ presumably on

  how quickly fuel costs were passed through.

  Though I guess mostly they get passed through

  pretty quickly now.  And the overall cost of

  producing electricity will depend on capitol

  costs, the constraints that a renewable

  portfolio standard would impose, and so on.

  So, to the extent that you could take the

  work on the producer price index and not only

  target it at specific parts of that picture

  that are not so well covered by the BLS, but

  also anticipate the kind of questions that,

  you know, policymakers might ask that might

  be a fruitful line to go in.

            They will not necessarily want to

  know what has happened to an index of fuels

  that are going into electricity, because the

  industry's probably already got their own,

  you know, heuristic model that can let them

  figure that out.  They'll want to know things

  like if the capitol cost for renewables is,

  you know, X percent higher than for fossil

  and, you know, that's being dealt with

  through a subsidy, what's going on to the

  cost of electricity -- the production cost

  versus the delivered cost.  And you're going

  to need a wider range of things to cover than

  just fuel cost, it seems to me, to speak to

  some of those questions.

            MS. LENT:  It wouldn't cover all

  the cost of electricity generation.

            MR. TOMAN:  Yeah.  And therefore,

  my argument would be that covering only the

  variable cost or the fuel costs on the

  producer price index side, I'm not sure would

  necessarily be informative.

            It would be, you know,

  statistically accurate, but I'm not sure it

  would necessarily by informative for the kind

  of audiences that you might best want to

  serve in these boutique markets.

            MS. LENT:  Now, was your first

  comment a question?  Or did you want to know

  about the statistical aspects of the EIA

  surveys versus --

            MR. TOMAN:  Yeah, I do.  That was a

  conjecture based on not knowing, but I would

  like to know the actual answer.

            MS. LENT:  Okay.  In the cases

  where EIA does use cutoff samples, and I

  think sometimes those are attacked as being

  not statistically valid.  That's basically --

  it's really a U.S. mindset because, in other

  countries they do rely on cutoff samples.  In

  European countries a lot more.

            And, essentially in most cases

  where we do use cutoff samples, there is some

  kind of a benchmark.  For example, in the

  electricity generation, we use a cutoff

  sample to get the monthly estimates.  But

  then we do actually have a census to get the

  annual estimates.  So, you can check to see

  whether or not your annual estimates are

  matching up to what you get for your census.

            So, we don't do the cutoff -- I

  mean, the place where a cutoff sample would

  get you into trouble would be, you know,

  something that has no probability of

  selection, behaves in a way that is totally

  unexpected.  A small company suddenly grows,

  explodes to a huge size.  But, you do have

  some control if you're doing a census on an

  annual basis or maybe even on a less frequent

  basis.  You can check those kinds of things

  and see, you know, is that happening so often

  that it's a big problem with using a cutoff

  sample.

            So far, as far as I know, we

  haven't had huge problems with the cutoff

  samples.  In most cases, in fact, the cutoff

  sampling developed because of the fact that a

  census was in place and then it was

  discovered that so much of the resources were

  going into collecting data from small

  producers that it just didn't seem like it

  was worth it.  So, that's why, you know, they

  were basically taken out.

            But, I wouldn't say that it's, you

  know, a bad sampling method for establishment

  surveys.  And in fact at BLS, when you look

  at their data, they do have, you know --

  theoretically, every establishment in their

  establishment surveys has some probability of

  selection.  Every establishment on their

  frame does have a positive probability of

  selection.

            On the other hand, they usual for

  their survey have a very large certainty

  stratum.  And those large firms are selected

  with certainty and they drive a to of the

  statistics, anyway.

            So, I don't see that kind of huge

  difference between the way the establishment

  surveys are conducted.

            MR. TOMAN:  Thank you.  That helped

  me as a non-statistician --

            MS. LENT:  Okay.

            MR. TOMAN:  -- to understand it.

            MR. CLEVELAND:  Stephen?

            MR. BROWN:  I offer a couple

  comments.  One, I think the ability to

  incorporate new energy sources is a plus for

  producing an energy consumer price index.

  And, that would be something that I think

  could become more important over the next 10

  years.  And so that may be very valuable.

            Secondly, I'm not quite sure -- I

  might agree with Mike and I might disagree

  with him about the projections, depending on

  how they're calculated.  I sort of -- in my

  mind, I sort of thought that projections were

  probably calculated in conjunction with

  something done with the short-term energy

  model.

            MS. LENT:  They are, they're from

  that.

            MR. BRONW:  And so what they are is

  kind of a way of summarizing information form

  the short- term energy model.

            MS. LENT:  Yeah, that's basically

  it.

            MR. BRONW:  And I find that to be

  very useful.  And in fact, when we were

  listening to Howard talking this morning and

  he was talking about what's going to happen

  to the consumer household budget for energy

  this winter, he was in a sense giving the

  CPI.  So, I think that that's a useful

  product, too.  Providing it's not -- that

  it's coming from some sort of formal

  forecasting exercise that's not just a

  statistical exercise within this product.

            For the PPIs, I think one would

  need to think about the audiences and how

  these indexes would be used.  And I think

  Mike made a really good point that for an

  index of variable costs versus an index of

  fixed cost, when you're looking at, say, an

  electric power generation, some of the

  gas-fired plants are almost all variable cost

  whereas coal- fired plants are almost all

  fixed costs.  It's kind of hard to sort of

  say what -- how useful an index of just the

  energy input cost would be without some

  thinking about how it would be used.

            So just -- those are just my

  thoughts.

            MS. LENT:  Thank you.

            MR. BLAIR:  I'm happy to defer to

  you or to give you the last word as you

  prefer.

            MR. CLEVELAND:  Well, I'll just

  throw a couple quick questions out.  I think

  we'll have time.  We go to 11:10, right?

  Okay, so we'll have time.

            One question I had -- I mean, we

  saw these graphs, they're kind of the same,

  but -- we're looking at levels.  I'm

  wondering what the actual rates of inflation

  look like.  I mean, at the end of those

  trends for the all energy indexes, there was

  quite a significant difference between BLS

  and your index.  So, in terms of --

            MS. LENT:  That's true.

            MR. CLEVELAND:  -- average rates of

  change, you know, there could be some

  significant differences there.  So I think

  needs some more kind of -- rather than

  something just plotting them and looking

  them, some more rigorous analysis --

            MS. LENT:  Right.

            MR. CLEVELAND:  -- of just how

  different they are.  Is that -- I think

  they're quite different in some cases,

  perhaps.

            I think as a number of people have

  indicated, the audience for these different

  things needs to be a little more thought out.

  Who exactly is the consumer of these.  Is it,

  you know, the educated lay public or industry

  analyst?  It's not -- and how would those

  particular audiences look at this index

  versus what BLS produces, which is what they

  already use.

            I do also agree that the PPI for

  alternatives could be very interesting.  And

  you didn't mention wind, which is the most

  important one.  Photovoltaics are pretty much

  irrelevant --

            MS. LENT:  I was really looking at,

  you know, what PPIs -- I'm not thinking that

  we're going to be doing new data collections,

  basically, in order -- I'm looking at the

  data that we have and saying, what can we do

  with what we have.

            MR. CLEVELAND:  Well, if you're

  going to -- I agree that these boutique

  markets are where some obvious value added

  could be afforded.  And you've got to do

  wind, would seem to me.  The historic decline

  -- and just because it's the most important,

  fastest growing alternative.  And the

  historic two- decade decline in wind power --

  in wind cost, both here and Europe, have

  stopped due to -- on the input side, cost of

  input side, I think.  So that kind of -- that

  seemed to be something that would really be

  important to try and tackle.

            So, I think that's all my value

  added.  Ed, we still have time for a few

  questions if you'd like to.

            MR. BLAIR:  I would -- I'd be

  interested to know, Janice, when you were at

  Bureau of Transportation statistics and you

  found that your numbers varied from BLS, what

  was the end of that story?  Did BLS start

  using your numbers?  Did --

            MS. LENT:  Well, actually, in that

  case our numbers were quarterly and we

  couldn't get it monthly because we were only

  collecting the data quarterly.  But we did

  get some articles in the Wall Street Journal

  about the difference between the two in

  Texas.  Because ours was running way below

  theirs.

            But, essentially, you know, the --

  it was a problem with their methodology.  The

  fact that the weights, you know -- when BLS

  -- when they compute the CPI, they're using

  weights from the consumer expenditure survey

  that are at least a couple years old.  And

  when you have an industry that's in

  transition, like the airline industry at that

  time, you had low cost carriers -- Southwest

  would come in, and other low cost carriers

  were taking market share.  And they were

  bringing the prices down, and everybody knew

  that.  But the BLS CPI wasn't picking it up.

            And when that kind of thing

  happens, you really see the limitations of

  the BLS methodology.  Because it does rely on

  old data, on old weights.

            Now -- and that's part of the

  reason I was thinking that perhaps, you know,

  our energy CPI would come out really

  different.  The thing that I discovered in

  this research was that it's so driven by

  petroleum prices right now that it really

  doesn't matter what you do.  You're going to

  get the same answer, pretty much.  Although

  there are some differences.

            I think the motivation -- and I try

  to make this clear at the start -- you could

  see structural changes in the energy

  industry.  In the coming decades.  And I

  think EIA would be better positioned to pick

  that up in terms of data collection and in

  terms of rolling that into a CPI.

            It would be better positioned than

  BLS to do that.

            MR. BLAIR:  Well, let me reveal an

  embarrassing personal secret.  I'm actually a

  marketing guy.  And, so this is really kind

  of where I'm coming from that in terms of BLS

  sort of owns this space right now.  And I

  don't doubt that you can produce a better

  number.  I'll take your word on it that

  you've got better data.  And every bit as

  much horsepower and that you can produce a

  better number.

            The question is, for who?  Why?  Is

  their number so awful that policy decision --

  bad policy decisions -- are being made and

  you really need to jump in and save the day?

  Or is it the case that, yeah, you know, they

  typically run, you know, half a percent

  higher that they should.  But, you know, big

  deal.  You know, it's the story in the

  newspaper.  It's -- so, it's in this sense.

  It's not in any sense of disputing the idea

  that you can produce a better number.  The

  question is, where is the value at?

            MS. LENT:  Yeah.

            MR. BLAIR:  And I think the

  consistent comment around the table has been

  the value add would be where there's not

  already somebody occupying that space.

            MS. LENT:  Right.  And I see that

  point.  That's why we're looking at the

  various PPIs.

            I don't think that we can at this

  time talk about new data collections that

  would go into the indexes.  So we are

  constrained.  Maybe the committee's not so

  aware, but we are constrained right now to

  the data that we have.  So, we kind of have

  to make the most of what we have.

            And the other thing is, in terms

  of, you know, does BLS really own this space?

  I don't think they entirely do.  BEA also

  puts out -- they put out their chained price

  indexes as well.  So, there are other

  examples, other people doing this.

            BLS is the one that gets most of

  the press, anyway.  But they don't completely

  own the space.  And I think it -- yeah.

  There are different scenarios, really.  Right

  now, it looks like -- yeah.  Things are

  pretty stable in the energy industry in terms

  of the market shares.  The mix.  Petroleum is

  still the dominant one, basically.

            As the structural changes start to

  take place, BLS probably would not be picking

  those up.  It'd be sort of similar to what

  was happening in the airline industry.  There

  would -- when there are changes, rapid

  changes due to structural changes in the

  industry, rapid price changes due to

  structural changes in the industry, it takes

  a while for the BLS methodology to catch up

  with that.

            MR. CLEVELAND:  Nagaraj.

            MR. NEERCHAL:  Yes.  I just wanted

  to make a related comment.  That, if you're

  going to do the boutique type of indices, the

  fact that your overall BCPI cannot close to

  BLS who already owns the space actually gives

  you more credibility.

            MS. LENT:  Yeah.

            MR. NEERCHAL:  I think that, you

  know, because you are new at this business

  of, you know, pricing -- it's always this

  (off mike)  So I think there is some value at

  least to do that for, you know, (off mike)

            And like I said, I think maybe it's

  quite possible for an analyst that small

  differences that you see aren't really

  important -- they become important meaning.

  All this (off mike)

            I think in some sense, if you're

  planning to do the boutique you have no

  choice but doing the overall and be

  consistent with the BLS CPI.  At least for a

  few years.  (off mike) and after this, (off

  mike) And, you know, establish credibility.

            There's some value to doing a short

  cut.

            MS. LENT:  Yeah.  I would agree

  with that.

            MR. CLEVELAND:  Michael, last word?

            SPEAKER:  (off mike)

            MR. NEERCHAL:  She always has the

  last word.

            MR. TOMAN:  I know that.  Aside

  from -- I think I want to agree with what

  Steven said in correcting me.  I do agree

  that the short term projections would be

  useful.  I was thinking more of the long

  term.

            But the question I wanted to ask

  was, would EIA have a better ability than BLS

  has to produce more regionally disaggregated

  numbers?  I don't know how much of that BLS

  does.

            MS. LENT:  Well, they do --

            MR. TOMAN:  I'm thinking, like --

  Tom mentioned you have times when there are

  changes in the relative prices across regions

  of, you know, gasoline especially after, you

  know, the hurricane.

            Nobody could buy it in Atlanta but

  it was more plentiful elsewhere, et cetera.

  That kind of, you know, change -- either a

  short term or even a trend in the relative

  price differences, you know -- electricity

  becomes not 5 percent more expensive in A

  than B, but, you know, 8 percent more

  expensive.  If you could give that kind of

  information, that could be really

  interesting.

            MS. LENT:  Right.  And, we do have

  data by region.  We do have a little bit of a

  complication when it comes to regional data.

  And, in terms of BLS, of course it depends on

  their CPI sample design.  They do publish

  some CPIs for various cities and so on.

            MR. TOMAN:  Oh, okay.  But, not for

  broad regions?

            MS. LENT:  No.  They publish

  basically for major metropolitan areas.

            But, because their index is an

  urban index, it's the CPIU -- covers all

  urban consumers.

            It doesn't necessarily cover the

  rural areas.  Ours do, but in terms of the

  region, we do have some technical issues in

  terms of regions because the different

  offices define regions differently.  Like,

  for example, for electricity, they use the

  census regions.  For petroleum, they're using

  the Petroleum Administration for Defense

  districts.

            So, in terms of actually

  aggregating by region, it is in some cases

  problematic.  You almost in some cases have

  to go down to the state level and then

  aggregate up to whatever level you want,

  whether the census regions or the pads.

            And sometimes, that's difficult to

  do.  Because the data at the state level can

  be kind of sparse.  So, there are some

  technical issues there in terms of getting

  actual CPIs by region.

            MR. CLEVELAND:  Stephanie, go for

  it.

            MS. BROWN:  Okay, here we go.

  Stephanie Brown.  When I started my remarks

  earlier, I challenged you guys to think

  outside of the box.  You know, we bring you

  problems and issues that we want your comment

  on.  So as we end this session, I certainly

  don't want to reinvent the wheel and I hear

  that is some of the comments that you have.

            But on the flip side of this, I

  want to think five years down the road.  If

  it's something that will be meaningful for us

  and we need this time to develop it, and is

  this something that I don't want to say five

  years from now, boy, did we have an

  opportunity and we blew it?  So, you know,

  we're going to open this to discussion again

  when the group comes back and I'd like us to

  be thinking about that.  And also, it's an

  opportunity for people in the audience at

  that time to also add comments.  And I see

  some people here from the EIA that might have

  some very strong opinions about this and I

  look forward to hearing everybody's thoughts.

            And think outside the box.

            MR. NEERCHAL:  I mean, they will

  come to join right now actually and (off

  mike).

            MR. CLEVELAND:  Yeah.  I think, you

  know, to an analyst, speaking only as an

  analyst, those small changes can be really

  important if you're doing statistical

  analysis.  So, you know, again, what's the

  marginal cost and benefit of producing this

  and how big is your audience, which impacts

  the marginal benefits side of this.  But

  speaking as an analyst, those changes that

  you see at the end of those series are -- so

  if you are on some fundamental level doing it

  better, then --

            MR. NEERCHAL:  And especially the

  data gaps.  I mean, in this kind of situation

  the data gaps are very informative, and so

  data gaps are different.

            MR. CLEVELAND:  You've got to

  survey wind.

            MS. BROWN:  I know.

            MR. CLEVELAND:  I mean, that's a

  huge gap.  I don't know who makes that

  decision, but you better pony up some of the

  extra 10 million to start surveying wind.

            MR. BLAIR:  You can lobby the next

  administration.

            SPEAKER:  Anybody else?

            MS. BROWN:  Is there anybody in the

  audience?

            MR. MELENDEZ:  Actually I think

  there was a point.  This is Melendez.  There

  was a point that you made earlier where you

  stressed that like in the airline industry,

  when they deregulated, it seemed like you had

  a model that worked a little bit better.  And

  it seems to me like the key point here is

  that we are going into a big change in the

  industry.  Speaking from the electric side, I

  know that there's a lot of changes coming.

  And if it seems like this model could give

  you better numbers during that type of an

  event, I think it would be worthwhile taking

  on.

            Plus, I'd like to offer that if

  you'd like, at least with my company, that we

  would be interested in -- I'd take this

  information back and talk to our fundamentals

  folks and find out how useful the information

  is.

            And lastly, I think that you're

  talking -- I think I heard a lot of

  discussion here, it was kind of -- where

  there was a question on who actually is going

  to benefit from this data.  And I think that

  you need to explore that a little bit more.

  At the end of the day, you're putting out

  data, you want to make sure that you reach

  out to the appropriate stakeholders, too.

                 (Applause)

            MS. BROWN:  Thank you, Janice.

            MR. NEERCHAL:  Are we back on a

  break?

            MS. BROWN:  No, no break.

            MR. NEERCHAL:  No break.

            MS. BROWN:  Okay, no break.  See,

  they got (off mike).

            MR. NEERCHAL:  And I think I see

  (off mike) back (off mike).  So the other

  group is back.  (off mike) I want to thank

  Derek and Cutler for handling the individual

  breakout sessions.  You can see that I'm

  learning from being a chair, I'm delegating.

            So I think we have Derek going

  first.

            MR. BINGHAM:  Derek Bingham.  Okay.

  So we had a presentation on the estimation of

  monthly ethanol consumption in the U.S. by

  Carol Blumberg.  And this was several others

  who participated in the creation of this.

            So the problem is this.  The idea

  is to get monthly -- let me make sure I have

  my notes here right.  There were a couple of

  goals of this endeavor.  First of all, they'd

  like to know how much ethanol is produced by

  volume.  And that's going to be useful

  information to the industry in general.

            Now, there's an EIA survey that

  does not cover that.  There's actually a

  census, but there is -- for weekly data, but

  there is weekly data for -- that is actually

  -- does come from a survey.  So you've got

  two sources of information in the sense that

  there is a survey and there's also a monthly

  data collection endeavor.

            Now, there are methods of

  estimating the amount of ethanol consumption.

  And so the secondary goal is to validate or

  evaluate, if you will, these methods.

            So the first method is based on --

  so there's three methods that were presented

  to us and they come from different sources of

  information.  So the first method had to do

  with estimating consumption as the difference

  between product -- the sum of product --

  sorry, production and imports and the

  difference between that, the sum of that, and

  the sum of exports and stock changes.  Now,

  some difficulties with this is that the data

  aren't timely in some sense.  There's a

  60-day wait, so it's the usual processing

  sort of thing to collect the data from

  industry, do all the usual coder and cleaning

  of data.

            All right.  So this exists, this

  one method exists.  It's not that timely.

  And I will say that there are also some

  adjustments that we discussed (off mike)

  little bit of small errors that come from --

  that basically some people go and count,

  small suppliers and the like.  There's some

  adjustments there.

            Now, the second method uses data

  from surveys that are a weekly series.  This

  comes from production of gasoline, so a

  variety of different sources.  The data are

  then converted from weekly data to monthly

  data by essentially -- you know, for the

  months that -- for the weeks that contain --

  that are fully contained within a month,

  well, they just go into a sum.  For those

  that aren't in that particular month, well,

  they're prorated into -- so you can get a

  monthly total.  The weeks are prorated.

            Okay.  Right.  From there, the idea

  -- so you had these two different sources of

  information:

            One that comes from a monthly

  census, it's not that timely; and the other

  one from this weekly information.  And then

  you can aggregate it up into a monthly total.

  And the idea is to say, well, you know,

  what's going on?  And so part of what the,

  you know, the hope would be that, well,

  method 1 and method 2 would come out to be

  identically the same thing, that sort of

  thing.  But, of course, they don't.  And then

  there is a way -- so there was a progression

  model that was built using some weekly

  sources of data to estimate the consumption

  and they can compare that to -- and so they

  can compare the regression, if you will, to

  theoretical estimates on the regression

  coefficients that come from basically

  industry weighting.

            And so they did this and they

  picked this model, this regression model, to

  try to estimate consumption.  And it turns

  out that the -- while the regression model

  fit well, the coefficients didn't match well

  with theoretical comparisons.  So the

  theoretical coefficients that they had hoped

  to get, they weren't really in the ballpark

  of where they were hoping to get.  And so I

  guess they were fairly disappointed or not as

  happy as they might have been.

            And so -- but it turned out that

  there was a third source of data, which had

  to do with the -- so with that weekly data,

  there's also monthly data that are collected

  on gasoline.  Now, this isn't published data,

  but it's collected.  It's data that's

  available.  And so as another step, the

  monthly from weekly data were used to regress

  against these monthly unpublished data.  And

  it turned out that the regression

  coefficients actually were very, very close

  to the theoretical coefficients that they had

  anticipated.

            And right, so there's the analysis

  endeavor.  So the idea was to evaluate these

  methods, although I don't think I got -- so

  one recommendation I'm going to have before I

  get back to this is that the presentation was

  well thought out, but we had 54 slides to go

  through in 1 hour.  And getting through 54

  slides is a challenge even if there was

  nobody like me and myself and Ed and others

  asking questions.  So that didn't leave us a

  whole lot of room.  So we didn't get to the

  punchline that we might have got to.

            So there was this comparison of

  methods, but the conclusion that seemed to

  come from the statisticians was that there

  was an identification of -- from this

  endeavor there was a feeling that there were

  some problems in the weekly collection of

  data; that the -- and that more effort or

  some investigation should be put into that so

  that we're able to better estimate

  consumption.  There were a number of

  recommendations, also, about -- that the

  presenters talked about, one of which was to

  provide more information to -- in Petroleum

  Navigator at least, about fuel ethanol

  supplied refinery and blender production and

  adjustments that are actually used, and total

  fuel ethanol consumption -- I'm sorry, we'll

  leave it like that -- and to reconsider

  methods of adjusting gasoline production and

  to being collecting weekly data directly on

  fuel ethanol.  There was a fourth one here

  that I'm not going to mention.

            Because of time, I don't know that

  we were able to flesh out all the statistical

  issues involved with the different methods

  because I didn't feel I could wrap my head

  around what the -- I don't think I quite

  understood, when it was all said and done --

  maybe Carol can method this or Mike, if he's

  still here -- about how the conclusion was

  reached that -- about there being a challenge

  with some of the weekly data.  And also, I

  think that, you know, some thought about some

  of the statistical analyses, I think there

  were some reservations with a couple of

  people about, you know, whether regression

  was the exact right thing to do given that

  you knew what the theoretical estimates

  should be and that maybe, you know, instead

  you would just use the theoretical regression

  estimates themselves and then model the

  errors through a time series model or

  something like that.

            But -- so I'll leave -- anyway,

  there's my shotgun description of the way I

  think our session went.  Does that sum it up?

            MR. KOKKELENBERG:  Edward

  Kokkelenberg.  I think there have been

  extremely (off mike).  I'm sorry.  It says

  it's off, so let's turn it on.  Now you can

  hear me better?

            Edward Kokkelenberg.  I think Derek

  did an extremely great job of summing up the

  discussion and some of the questions.  The

  basic problem that the analysts are faced

  with here is that they have two methods of

  estimation.  Actually three, but two methods

  of estimation.  Sometimes they violate a

  perceived capacity constraint on how much

  ethanol is produced based on inventories of

  production capacity of plants?  They have

  different methods of gathering data.  They're

  trying to bring the two together.

            But it would seem that since the

  market wants weekly data, they should

  probably provide weekly data with adjustments

  as they get other constraints, whether it be

  capacity limitations or monthly data, that

  help them readjust their data.  The BEA does

  this all the time, readjusts the GDP data.

  And BLS is the only agency I know that says

  this is what unemployment was and they stick

  by it forever for a given month.

            So perhaps you people should be

  willing to have an adjusted value as you go

  through time here.

            As you get more data in, that

  enables you to make the adjustment.

            MR. NEERCHAL:  Anything else?  The

  speaker wants to --

            MS. BLUMBERG:  Can I say something?

            MR. NEERCHAL:  Do you want to add

  anything to this?  You can come up.

            SPEAKER:  (off mike) the

  microphone.

            MS. BLUMBERG:  Okay.  I'm Carol

  Blumberg.  I'm the one who gave the talk

  joint with Mike Connor and (off mike).  Derek

  I think did a wonderful job.  The problem is

  this is really a work in progress.  We didn't

  even start this work until September 1st.

  And it came as part of an off-the-hand

  comment by Mike when we were doing some other

  work with Kitty and Renee on another product.

  He said, yeah, but it would be really

  interesting to see about this product.  And

  so it's very much work in progress.  And the

  comments, I think, will help me think about

  how to go differently.  But I was really

  trying to do more of an exploratory data

  analysis.

            And I think the other thing is

  since I used to be a college teacher is the

  example here is a beautiful -- and everybody

  laughed, is a beautiful example of high

  R-squared that's a crappy model.

            MR. NEERCHAL:  Cutler?

            MR. CLEVELAND:  Thanks.  Our group

  listened to a very interesting and

  discussion- provoking presentation by Janice

  Lent on some preliminary work that EIA is

  doing on whether or not it's a good idea to

  produce our own consumer price indexes for

  energy.  And we all know that they're

  extremely important.  One of the principal

  questions was -- the two principal questions

  were:  Were the data that EIA has in hand

  capable of supporting the production of a

  quality index?  And B, is it worthwhile doing

  given that the Bureau of Labor Statistics

  already produces some -- several energy price

  indexes.

            And so Janice led us through some

  of the reasons why it might be a useful thing

  for EIA to consider, how you go about

  calculating these indices, and then some

  comparisons of the preliminary EIA price

  index series with the BLS series.  And we had

  quite a wide-ranging discussion afterwards.

            I think the biggest question was

  why do it if BLS already does it?  Is there

  some -- what is the value added of a

  relatively -- a real resource- constrained

  agency on producing an index that might

  duplicate an existing effort?  So there was

  quite a bit of debate about that.

            There does seem to be potentially

  some advantage:  Better underlying data that

  EIA has compared to BLS.  The possibility,

  with some important caveats, of some regional

  capability of producing regional indexes.

  Also the possibility of producing more

  specific indexes for specific fuels and

  energy systems relative to what BLS does.

  The possibility of being more flexible than

  BLS in terms of responding to new fuels being

  developed, new data being collected;

  responding to industry restructuring, things

  that the more automated BLS system might be

  slower to respond to.  So those are some of

  the issues that we talked about that need to

  be more fully explored.

            The issue of data quality and

  quantity was also discussed.  BLS does

  produce very well- established standard (off

  mike) and other metrics and judge the quality

  of their data.  EIA would need to look at

  that since they don't currently produce that

  for these type of data.  So the issue of

  quality versus quantity needed to be

  addressed there.

            We talked about who the audience is

  for these various indexes:  Industry

  analysts, academics, policy makers, general

  public.  And making the call on whether the

  benefits exceed the cost depends on who the

  audiences are for these things and how they

  are going to respond to this type of index.

            We also talked about the possible

  use of these indexes, of forecasting these

  indexes.  And I think the consensus was that

  for short-run forecasts there might be some

  value added if the forecast of energy price

  indexes were derived from the forecast that

  EIA already generates for underlying

  fundamentals.

            We also talked about the use of a

  possible producer price index as opposed to a

  consumer price index.  There was a lot of --

  some questions raised about producer price

  indexes generated for power generation simply

  because you'd only be surveying the variable

  costs, the fuel costs, and not the capital

  costs and other forces that really push

  electricity prices around.  On the other

  hand, people thought there was potentially

  great value in producing PPIs for alternative

  and renewable fuels since that currently is

  not available.  And so identifying a

  particular niche that EIA had something new

  to do would be possibly quite useful.

            So I think overall there is, you

  know, a lot of interest in the possibility of

  these series.

            Again, the -- clearly

  distinguishing it from what BLS does in more

  detail and what the actual value added is

  will help I think inform the administration

  on whether or not it's worth undertaking.

            MR. NEERCHAL:  Any more (off mike)?

            MR. BLAIR:  That was an excellent

  summary.

            MR. NEERCHAL:  Janice, do you want

  to say anything?

            MS. LENT:  No.  I think it was

  summarized very well.  I think Cutler

  summarized it very well.

            We do appreciate the comments of

  the committee.  Yeah, I think -- one point

  that came to me afterwards in terms of the --

  we were talking about PPI for electricity

  fuels.  If we actually were to add in the

  other costs associated with electricity fuels

  -- the other costs associated with

  electricity generation, I'd have to check

  this to make sure, but I think we would be

  back in the situation of producing something

  that BLS already produces because they do

  have PPIs by industry.  So I think when we

  look at what we were calling the boutique

  indexes for the PPIs, we probably ought to be

  looking at some cross-classification of

  industry by commodity in some sense unless

  we're looking at very unique commodities, for

  example, the solar renewable equipment, solar

  thermal collectors, and so on.  But

  otherwise, we could be facing the same

  criticism as on the ECPI.

            MR. CLEVELAND:  Yeah.  Well, they

  produce PPI for oil and gas field machinery

  and coal mining machinery and things like

  that, but they don't produce anything for

  wind turbines or PV cells.  So that could be

  very useful, I would think.

            MS. LENT:  Yeah.  And that goes --

  that's along the lines of the renewable

  equipment.

            MR. CLEVELAND:  Right, exactly.

            MS. LENT:  Yeah, right.  Thank you.

  We do appreciate the committee's discussion.

  It was very helpful.

            MR. NEERCHAL:  Anything else?

  Before we go further, can I go back?  I think

  some people were not here when we did the

  introductions earlier.  So I think I see one

  person.  Moshe, you want to start off the

  introductions?

            DR. FEDER:  Moshe Feder from RPI,

  statistician.

            MR. NEERCHAL:  Also in the last

  meeting, right?  Moshe and I started together

  six years ago.

            Anyone in the audience who were not

  here when we did the introductions earlier?

            MR. HARVEY:  Yes.  I'm Steve

  Harvey.  I'm the director of the Office of

  Oil and Gas.

            MS. COLLETTI:  Mary Caroline

  Colletti, Electric Power Division.

            MR. NEERCHAL:  And please don't

  forget to sign your name and your e-mail

  address.

            MS. VARTIVARIAN:  I'm sorry, I'm

  Sonya Vartivarian, mathematical policy

  research.  I'm just coming because it's open

  to the public.

            MR. NEERCHAL:  I think now -- I

  think -- any general discussion by the

  committee?  Cutler?

            MR. CLEVELAND:  Oh, I was up from

  last time, so I do have a question.

            So I just want to ask, do you know

  why we don't survey wind turbines?  I mean,

  we've done photovoltaics for a long time, I

  know that.  But why --

            DR. FEDER:  The answer is blowing

  in the wind.

            SPEAKER:  Don't record that.

            MR. CLEVELAND:  Is there anybody --

  are you guys talking about this or (off

  mike)?

            MS. LENT:  What exactly -- I'm not

  -- I mean, we do have, of course, estimates

  of consumption by BTU.

            MR. CLEVELAND:  No, but you (off

  mike) track the production of photovoltaic

  modules, imports and exports, wind turbines.

            MS. LENT:  Yeah, I don't know that

  we're on the same level for wind turbines as

  we are on photovoltaic systems, but that's an

  area where we could look into it and see what

  is available.

            MR. CLEVELAND:  Yeah, I mean,

  photovoltaics are still, you know, dust in

  the wind in terms of power generation, but

  wind is, you know, going off the map.  It

  seems like you guys should be having your

  hand in the wind stuff.

            MS. BROWN:  Is this something that

  would be from Scott's area?

            MS. LENT:  Yes.

            MR. CLEVELAND:  Oh, blame it on

  Scott.

            MS. BROWN:  That's what I'm

  thinking.  He's not here right now, but maybe

  we could ask him.

            MS. LENT:  No, there are data

  available for wind.

            MR. CLEVELAND:  So you (off mike)

  data on PV stuff.  Just think wind turbines

  in place of those PV models and it's that

  similar type of information that I think

  would be very useful.

            MS. BROWN:  It could be a resource

  issue.

            MS. LENT:  The other thing is that

  the data for a price index are fairly

  specific.  You know, you do have to have the

  prices.  There are areas where, you know, we

  collect the quantities, but not the prices,

  or reflect the prices and maybe not the type

  of quantity estimates that we would need.  So

  you'd have to do some -- a little more

  looking at what's available, but it's a

  possibility.

            We'll look into it.

            MR. CLEVELAND:  Okay.

            MR. KOKKELENBERG:  I'm seeking a

  little -- Edward Kokkelenberg.  I'm seeking a

  little clarification.  Cutler was talking

  about price index data on PV and wind, but do

  you collect data on either the number of

  generators or the production by wind?  Do you

  have that quantity data either in terms of

  capacity or in terms of actual level?

            MS. LENT:  Production, I believe we

  do, yes.

            MR. KOKKELENBERG:  Okay, thank you.

            MR. NEERCHAL:  John?

            MR. WEYANT:  Is it permissible to

  ask something unrelated to this morning?

            MR. NEERCHAL:  Yes.

            MR. WEYANT:  I think it was either

  the last meeting or the anniversary bash, and

  I have kind of a personal interest in this to

  some degree.

            What's going on with the MECS RECS

  issue?  There was some issue regarding a

  budget request and then the budget records

  (off mike) knocked it out to get back some --

  am I remembering this at all correctly?

            There were some resources lost over

  the years through inflation, so there was a

  request to put more money in.

            Well, let me ask a more general

  question then.  Where is the MECS and the

  RECS surveys at this point?

            MS. BROWN:  I think we're going to

  have to get somebody from EMEU to come and

  answer that question.  I think there is one

  person here.

            MR. WEYANT:  The Residential Energy

  Consumption Survey and the Manufacturing

  Energy Consumption.  You know, if you're into

  the -- doing say discrete choice -- we

  actually hit -- actually just funded a

  project on discrete choice modeling.  For

  consumer appliance choices you kind of need

  that level of data, so it's a very valuable

  resource.

            MS. BROWN:  Why don't we do this?

  The office director for that area isn't here

  right now.

            But why don't I have her speak with

  you one-on-one about the (off mike)?

            MR. WEYANT:  Sure.  No problem,

  yeah.

            MS. BROWN:  Okay?

            MR. WEYANT:  I was just curious.

            MS. LENT:  Just if this is helpful,

  we recently did have some new RECS data go up

  online, the 2005 data.

            MR. WEYANT:  Okay, great.

            MS. BROWN:  And they're preparing

  for the 2011, I don't remember what year it

  is.  I don't remember the next (off mike)

  preparing for.  But I don't have the answer

  to that question, but I'll try and get you in

  touch with the person that might.

            MR. WEYANT:  Good.  Yeah, so that

  my vague information, it's kind of the demise

  of the RECS MECS has been greatly (off mike).

  So it sounds like it's still going.

            MS. BROWN:  Oh, it's still going.

            MR. WEYANT:  Good, okay.

            MR. NEERCHAL:  At this point I

  would like to (off mike) the public for any

  comments.

            MS. COLLETTI:  I'll just make a

  brief remark about wind power.  The 860 EIA

  --

            MR. NEERCHAL:  State your name.

            MS. COLLETTI:  Mary Caroline

  Colletti from Electric Power.  The EIA 860

  collected generation data on wind, planned

  and existing.  And so -- and there's a lot of

  numbers collected there.  But price data,

  you'll have to ask one of the (off mike), but

  it is collection and obviously it's tracked

  very carefully with the increase in that

  power fuel.

            MR. CLEVELAND:  Just on the subject

  of wind, it's really important in Europe

  right now where, of course, wind is going off

  the map.  In EIA, International Energy

  Agency, has -- IEA, excuse me, has -- I know

  their -- this year's models are actually

  downgrading their forecast of wind

  penetration, even given the expected changes

  in tariffs and other subsidies, because the

  price of the equipment is going up because

  there's a shortage of equipment.  And so it's

  an important issue.

            MR. WEYANT:  Actually I have two --

  John Weyant again.  I have two follow-up

  questions.

            It may be that some of this data is

  it possible that some of this data is

  collected by NREL or developed by NREL?  Did

  they do anything?  Do they have any

  responsibility (off mike) or are they just in

  the modeling business?

            The other question I get asked all

  the time, but I don't know if EIA or anybody

  does this, and it has to do more with the

  cost, more on solar and conventional power

  plants.  It's kind of the -- the material

  input escalation, is there any work going on

  in that way?  So this would be the capital

  cost of nuclear and almost everything else

  has gone up a lot because those markets are

  -- so now I hear from the people who follow

  this that they're down again.  So what

  happens is people either take the hype --

  what I could think of -- what I think of as

  hyper-inflated costs for cement and concrete

  and steel and things.  And you get, you know,

  $6,000 a kilowatt for a nuclear plant or some

  number like that.  And two years ago, I was

  using, you know, like $2,000.  Is there any

  work going on on that or is that outside the

  scope?

            MS. BROWN:  Again, there is an

  office director.  Scott again, right?  That

  might be able to answer that question for

  you.  He's not in the room right now, but I'm

  going to see if I can nail him down to speak

  with you.

            MR. WEYANT:  The reason I thought

  about the general question is more on the

  renewable side, and that was there was for a

  time, I think this is now over, a silicone

  shortage, which, you know, for someone who

  doesn't follow this you could say, oh, well,

  that was just a shortage.  There's no

  fundamental shortage, but what do I know.

  Who knows how long it is?  I just think these

  issues -- It must be the case that within the

  NEMS forecast, I think you have to decide

  whether or not -- you don't have to, but it

  seems like somebody probably decides whether

  -- how long those relative price increases

  persist.  Maybe forever, but my guess is

  there is some kind of dealing with that.  To

  me, I tried to do a little bit of this, it's

  hard to do it, so I'm looking or help more

  than anything else, and just thinking about

  how to do that.

            MR. NEERCHAL:  Any other comments?

  If not, before we adjourn I want to remind

  the committee members here we have a little

  homework.

            MR. WEYANT:  For a good laugh.

            MR. NEERCHAL:  Yes.  You have a

  handout in your -- slipped into your files.

  I think Alethea said all the committee

  members have these as sort of a (off mike).

            MS. BROWN:  One thing.  The first

  five pages are duplicates because it's the

  same pretty much letter from the senator,

  from five different senators.  Don't worry

  about the first five pages.  Just get -- you

  know, just look at one of them.  You'll see

  what the questions are and then you can see

  the responses.  So if you can focus on the

  questions in one letter and then the

  responses, that'd be helpful.

            MR. NEERCHAL:  And I wonder, I

  didn't file, you know, for the other

  committee (off mike), but it'd be useful to

  know that the subcommittee that has been

  working on this (off mike) is Mike Toman,

  John Weyant, and Ed Kokkelenberg and Ed Blair

  and myself.  So we have read this one before,

  I think.  Some of us know more about this

  than others, I should say.  And I'm (off

  mike) myself being less (off mike).  And so

  (off mike) this is the subject of the closed

  session in the afternoon.

            Other than that, I think we're

  actually -- we're going to adjourn for lunch.

                 (Whereupon, at 11:55 a.m., a

                 luncheon recess was taken.)

            A F T E R N O O N  S E S S I O N

            MR. BOURNAZIAN:  So we can begin?

            MR. BLAIR:  Please.

            MR. BOURNAZIAN:  Well, good

  afternoon.  I'm Jake Bournazian and I'm going

  to be talking to you about a topic here, time

  limits for protecting historical

  company-level data.

            EIA has a flexible policy for

  protecting the confidentiality of

  company-level data.  And we're able to be

  flexible because we don't have a statutory

  requirement obligating the Agency to protect

  data under certain conditions, like Commerce,

  Agriculture, and the Department of Education

  have.  So, in the absence of any statutory

  requirement, we do have that flexibility.

            Now, I want to point out, though,

  that there is no federal statistical agency

  that has time limits as a policy for business

  data.  The Commerce Department Census Bureau

  has a 72-year limit for household data.  They

  used to have a 30-year limit for business

  data, but they discarded that.  So there is

  no across the board, bright line rule that

  the statistical agencies are following.

            And so we do have, really, an open

  area here to talk about today.  And with EIA

  being in business for over 30 years now, we

  have quite a bit of historical company-level

  data.

            Now, some of the data, let's talk

  about the legal environment in which we

  collect it and what we pledge to these

  respondents.  The majority of our data, about

  80 percent of it, is collected under a -- and

  protected using an exemption under the

  Freedom of Information Act.  And one of the

  exemptions, number 4, is what we rely on to

  protect it.  And the crux of that exemption

  -- because FOIA is a pro disclosure.  The

  government has to give out documents in its

  possession if it relates to the request.  The

  only time the government can choose not to

  disclose is if the data falls within a

  category, and that's an exemption, a

  withholding exemption.  In number 4 it says

  that the government can withhold the

  disclosure if disclosure will cause

  substantial harm to the competitive position

  of the respondent.  That's the current

  competitive position of the respondent.

            Now, we do collect data under other

  statutes and those have, basically, no time

  limits, CIPSEA and other statutes.  So let's

  ignore the 20 percent of the data collection

  the Agency does and focus on the majority of

  our data collection which really has a policy

  set by that statute.

            And now the question which is going

  to be for this session is how does that age

  of the data affect the need to protect it?

  And we have different energy markets, and

  within the energy markets, different types of

  magnitude data.  I mean, let's put aside

  frequency data and percentage data for a

  minute, and talk about production and sales

  data in one category, price and cost and

  reserves.

            Now, the argument for keeping data

  protected in perpetuity for, say, production

  and sales data, is if you release

  company-level data, you will reveal the

  inside operations of a company.

            You will understand now what their

  capabilities are and what their capacity is,

  and then, also, their marketing and sales.

  And this stuff doesn't change, so -- as the

  theory assumes.  And so this data needs to

  stay locked up.

            Same with price and costing data.

  Cost data is an inside look at the underlying

  marginal cost of a company, and you can

  understand not only their profit margins, but

  what -- how much they could be squeezed if

  they were to give out cost data.  Same with

  the price data; got to keep that locked up

  because (off mike) pricing strategies may not

  change over time.  You might be a few cents

  above rack or you might have a certain

  differential between your industrial

  commercial customers.  Your pricing

  strategies might not change over time, and so

  price data is very sensitive.

            And then reserves data.  I spend a

  lot of time in the paper because reserves

  data is kind of tricky.  You've got coal data

  -- we have reserve coal data that was

  estimated over 100 years ago.  Literally in

  the 1890s, these surveyors were on donkeys

  and with their tripod, and they did a darn

  good job of estimating coal reserves.  And

  there's been no new coal reserves identified.

  And so that data always was sensitive.  If

  you release company-level reserve data, we've

  always shown production, so you subtract

  production from reserves.  So even though

  it's over 100 years old, that data is still

  as sensitive today as it was in the 1890s.

            Or is it?  We're going to challenge

  some assumptions on that because when you

  have coal reserves, those beds go underneath

  interstate highways, underneath buildings;

  not all that coal is recoverable.

            Likewise, same with petroleum. (off

  mike) oil shale formations on the East Coast

  and in Wyoming, every oil shale formations

  look different.  You can drill there and it

  shatters like glass.  And now your

  pressurization drops and you might not even

  be getting any flow out of that oil shale.

  So you never know, even though you have

  reserve estimates.

            What's clear -- and I make that in

  the paper -- is that a single -- you have a

  disclosure problem, maybe, when you have a

  single owner and a single operator for

  reserves.  Other than that, like Prudhoe Bay,

  single operator, multiple owners, you still

  are not revealing anything of a competitive

  position.

            So reserves data is special to keep

  in mind historical data.  We publish, on an

  annual basis, the refinery capacity of every

  petroleum refinery.  We've always done it

  every year.  We publish the reserves by field

  on the largest natural gas and petroleum

  fields on reserve.  So all that's --

  information -- some of it is available.

            So let's look at some of the

  factors that I discussed in the paper.  Now,

  look at the size of the market and the number

  of competitors.  And, for example,

  photovoltaic cells, okay, the market has

  doubled and the number of competitors in that

  market has doubled.  Uranium mining increased

  by 30 percent.  I mentioned coal mining,

  though, in the paper.  Coal from the 1970s to

  the 1990s, over a 30- year period, slow,

  gradual phasing out of the smaller mines.

  Petroleum, much faster collapse where from

  1983 to 2003, you went from 320 refiners down

  to about 105.

            So, these are -- now, if you --

  clearly, in a market where you've gone from

  300 to 100, not everybody got bought out.  In

  fact, most of those refineries were 50,000,

  80,000 barrel a day refineries.  They got

  mothballed.  Okay.  They are not even a

  competitor.  Okay.  So, is their data --

  what's the threat if they are not even in the

  marketplace and nobody even bought them out?

            Change in the market structure over

  time, that goes hand in hand with who is

  entering and coming in.  Now, (off mike),

  same thing applies in there.  Rate of entry

  and exit into the market: if you're in coal

  mining and you want to move into uranium

  mining, might be an easy transfer or

  transition for you.  Also, if you're doing

  photovoltaic cells' production, is your

  barrier, is your cost of start up going to be

  the same as a petroleum refinery?  So we have

  different barriers to entry, different rates

  in which firms are coming in and out of the

  market.

            Also, you've got new products

  constantly coming into the market.  You've

  got -- well, even in petroleum, we had leaded

  gasoline (off mike) and then we had only two

  kinds: regular leaded and premium.  Now, if

  you release company-level regular grade

  gasoline sales, does that tell you what a

  company is doing today on mid grade for

  unleaded?  I don't know.  Some people would

  say.  It gets even better because gasoline

  was gasoline back then, 30 years ago.  Okay.

  But now you've got reformulated gasoline.

  They've got oxygenated gasoline.  I've got

  both kinds; I've got regular or conventional.

  So clean fuel programs came in.

            Same thing with diesel fuel.  Used

  to be able to take high sulfur diesel fuel,

  throw in some detergents, and burn it in your

  truck -- in car.  Okay.  Same thing you could

  heat your house with, add a detergent, and

  you could run it in your combustion engine.

  Not anymore.  You've got ultra low sulfur

  diesel.  So we have new products coming in.

            Also, changes in how products are

  marketed.  Okay.  Natural gas, growing up in

  New York state, we had one company, one

  company to pick from.  But now, I've got

  local distribution companies, residential

  choice programs.  Now I can seek around and

  pick who I want to get my natural gas from.

            Also, in a lot of markets you'll

  see this.  Again, in petroleum.  Remember the

  old, old days --

            You guys weren't born back then --

  but in the 1800s, people traveled by

  stagecoach.  And the stagecoach would stop,

  people would buy clothes, get a drink, do

  everything at that general store.  Okay.

  Gasoline stations in the last 30 years --

  last 10 years, moved into the stagecoach

  mentality.  Right?

            Because now they are all quick

  marts.  You get your gasoline and you get

  everything else: the potato chips, beers,

  aspirin, and something else, and your

  household items, and whatever else.  So it's

  all there for the stagecoach.

            Is that the same way?  I was

  manager of an Enron Hess gas station.  And

  the one thing we did in the wintertime was we

  gave away juice glasses and steak knives.

  Now, a lot of people would come to the gas

  station.  You had to get a minimum of 6

  gallons which meant you had to spend 2 bucks

  because we had 27.9 cents a gallon.  But we

  had -- that's how -- so if you saw leaded

  gasoline sales from 30 years ago, is that due

  to the steak knife promotion or the juice

  glass promotion?  Or does it have anything to

  do with how companies are operating today?

            Regulatory changes.  We see that

  today.  We see that operating in electric

  power.  We see that in natural gas.  How it

  happened?

            When things were loosened up, now

  residential sales are determined quite

  differently for both electricity and for

  natural gas.

            So we see these factors coming into

  play.  And it's not just an academic exercise

  we're calling upon you to discuss, because

  this really has its roots in the (off mike)

  history dealing with FOIA litigation.  In

  2003, we were plagued with a lot of

  litigation.  We had almost 15 lawsuits from

  petroleum companies and several from natural

  gas.  It was one natural gas company, Citadel

  Energy, they wanted natural gas stock data.

  And the judge turns to the Department of

  Justice lawyers and he says, you know, I can

  understand the government's position about

  not releasing natural gas stock-level data.

  It makes sense about the competitive harm it

  would cause.  But he said, I don't understand

  the government's position on why you won't

  give out the data from 1988.  What possible

  harm could the data from 1988 cause?

            And the Justice lawyers really

  didn't have a strong argument in response to

  the judge's question.  He did allow them the

  final briefs on that, and this was a motion

  to dismiss, and so the litigation went on.

  But here at EIA, the office director there

  said, you know, we don't have a good handle

  on this issue of how time affects the

  sensitivity.  You know, I hear a lot of

  people talking, but nothing is written down;

  we have no policy.  We need to talk about it.

            And as it turns out, when you

  looked into this for natural gas storage

  data, there is a pattern on how companies

  will pull their natural gasoline out of

  storage and what they'll be marketing.  They

  have certain basic estimates on demand.  And

  of course those estimates may change based on

  (off mike) because (off mike) size of the

  market is changing.

            So, these are the economic

  arguments that need to be thought of, or at

  least defined, and analyzed.  And when you do

  that, we have -- whoops.

            Back here.

            MR. BLAIR:  If you hit F5 it will.

            MR. BOURNAZIAN:  F5?

            MR. BLAIR:  Yes.

            MR. BOURNAZIAN:  And there are

  questions.  Okay.  And I'll open it up for

  discussion.

            No general order in which I made

  comments, but we have six questions on mainly

  how does that age affect the need to protect

  it, which I've been talking about.

            If we're going to put some time

  limits, what kind of time limits should we be

  considering?  And how would we go about

  determining time limits for an energy market

  or a product within an energy market?

            What economic factors should be

  considered, as discussed in my paper.  What I

  didn't do a really good job on in my paper is

  talking about the interrelationships of some

  of these factors, when you're talking about

  market size, barriers to entry, and that sort

  of thing.

            And then also, you might analyze an

  energy market and product and say, you know,

  we've got to protect it.  We've got to keep

  it locked up in perpetuity because of such

  and such.

            But maybe, isn't this now a good

  candidate for data that should be placed in a

  restricted access environment?  Okay.  If you

  can't, well, put it out on the Web, maybe

  this is something that should be placed in a

  data enclave where researchers, you could

  work with it, scientific inquiry could

  progress and it could occur in a safe,

  protected environment.  So maybe the same

  analysis we apply for, you know, not

  protecting it, may be an argument for how we

  could, you know, taper our restricted access

  programs here at the Agency.

            So these are the questions they

  proffer out to the Committee for discussion.

            MR. BLAIR:  Who wants to start?

  There.

            MR. BINGHAM:  Okay, so, I think

  this is more of a practical situation, right?

  Where (off mike) the data, does it -- is

  there any competitive advantage that I can

  gain by -- if I learn anything about you,

  okay, fine --

            MR. BOURNAZIAN:  Right.

            MR. BINGHAM:  By this.  And so the

  judge said 2000 -- sorry, 1988.  So we're

  talking 20 years ago, probably --

            MR. BOURNAZIAN:  Right.

            MR. BINGHAM:  When this -- they

  were talking about this.  And, so, are any of

  the companies that might be affected today,

  has anything -- are there any that have

  changed very little from 20 years, right?  Is

  there anything I can learn about these guys,

  about capacity, about -- we could probably

  not in terms of profit margins, but in terms

  of capacity and things like that.

            Sorry, this is Derek Bingham.  So

  can you --

            MR. BOURNAZIAN:  Yes --

            MR. BINGHAM:  Did you hear that?

  Pardon me.

            SPEAKER:  Yes, sir.  Thank you.

            MR. BOURNAZIAN:  Well, virtually

  every energy market changes and has changed

  over time.  And so the clear answer is, you

  know, you can model anything you want, okay,

  but how accurate are your model estimates

  going to be?  Okay.  If I look at leaded

  regular grade gasoline sales from, say,

  Texaco, which later merged, many years later,

  with another company.  But let's say I look

  at their sales.  Then you say, all right, I'm

  going to now use that data to model and I'll

  come up with an estimate.  You know, how

  accurate are your estimates?  See, the thing

  with a lot of modeling, yeah, you can gain

  information and an inside peek, but is it a

  distorted, inaccurate view?  Then you really

  --

            MR. BINGHAM:  Okay.

            MR. BOURNAZIAN:  -- gotten any

  better situation.

            MR. BINGHAM:  So for the big guys,

  I suspect with, this could be very difficult

  because the definition of the company may

  change a great deal.

            MR. BOURNAZIAN:  Mm-hmm.

            MR. BINGHAM:  But think of it like

  this.  So I know that the confidentiality is

  a big issue for places like the Census and

  also for other government agencies where

  you're looking at health information.  Right?

  You live in a small county and there is one

  person with AIDS.  Okay.

            MR. BOURNAZIAN:  Mm-hmm.

            MR. BINGHAM:  You publish

  information about AIDS, you may be

  identifying that one individual.  Right?

            MR. BOURNAZIAN:  Right.

            MR. BINGHAM:  Everybody knows who

  that is.  Right?  So not only have you

  identified this person, but you've identified

  a lot of information about this person.

            Are there companies that are kind

  of, you know, guys who are small enough that

  would fall into this company-level

  information, where they essentially -- the

  same guy they were 20 years ago.

            So that's -- I'm just trying to

  invent the scenario where --

            MR. BOURNAZIAN:  Yes.  There

  certainly are.

            MR. BINGHAM:  And so, you know,

  that have changed very little.  So knowing

  they're 20 years from -- knowing about them

  20 years ago and having historic time series

  about them --

            MR. BOURNAZIAN:  Well --

            MR. BINGHAM:  -- it's true you may

  not be able to model perfectly what they're

  doing now, but you'd have a good idea of what

  their capacity was and how to squeeze them,

  as you mentioned.

            MR. BOURNAZIAN:  That's right.

            MR. BINGHAM:  Is that possible?  So

  I guess --

            MR. BOURNAZIAN:  Yes, it is

  possible.  And that does exist.

            MR. BINGHAM:  So --

            MR. BOURNAZIAN:  There are small

  energy firms that were small 30 years ago and

  still are.

            MR. BINGHAM:  Because if I was a

  big guy, those are the guys I'd want to

  squeeze, right?  Right, anyway --

            MR. BOURNAZIAN:  Maybe that's

  right.  Yeah.

            MR. BINGHAM:  Anyway, thank you.

            MR. BLAIR:  Ed Blair.  Let me ask

  this question about your questions.  It seems

  to me that there is a possibility that

  question 3, how should time limits be

  determined, is a superordinate question.  In

  other words, that all of these other

  questions just sort of fall by the wayside

  once you answer that question.

            And so let me start with a simple

  possibility.  We have a particular industry,

  we post a proposed standard, and we invite

  the members of that industry to comment on

  it.  And if, by and large, they say it's okay

  -- if everybody says it's okay, then we're

  done.  If somebody says it's not okay, then

  we have to decide, you know, how many it

  takes.

            And, you know, that would, in a

  sense, preempt all of these other questions.

  In other words, the people who are providing

  the information, they tell us what they can

  live with in terms of disclosure.

            DR. FEDER:  I had the same thought.

            MR. BLAIR:  Tom?

            MR. RUTHERFORD:  Yeah, I mean, my

  -- Tom Rutherford.  I think you're asking the

  wrong -- my -- asking me is the wrong -- I'm

  the wrong person to ask these questions to.

  I think -- I see this as being -- there's

  type one and type two errors.  You could

  release stuff too early, in which case you

  are going to subvert the usefulness of

  getting high rates of returns for your

  surveys and so forth.  In other words, the

  EIA, one of the success stories here is the

  fact that people fill the surveys out.  And

  so you have the information.  So that's a --

  the type one error is that you, basically,

  people get cold feet because they have this

  perception that you are going to be releasing

  data.  So that is the first thing I'd be

  concerned with.

            The second concern is that you hold

  onto it too long and thereby interfere with

  the otherwise effective research on the part

  of the community.  So there is this need for

  trying to foster analysis.

            DR. FEDER:  Unless you use the data

  enclave --

            MR. RUTHERFORD:  Yeah, so that's

  what I'm saying.  So that's the data enclave

  thing.

            The other thing is that -- but then

  the other -- the third concern is, are you

  subject to these FOIA requests where you're

  getting sued all the time.

            Now, on the legal end of things,

  that's where I think I'm not the right one to

  ask.  I would ask a lawyer this.  Okay.  Have

  you -- and that's really a question of

  knowing the case law, knowing in these types

  of cases, how have these been argued in the

  past and what works?  I can imagine that it

  might be possible, for example, one

  fact-based method for doing this would be to

  hire a good accountant to go back and look at

  the reported, publicly-produced information

  from the companies involved and see how much

  of the information that's in your data files

  could have been resurrected by someone who

  just carefully looked at the balance sheets

  from these companies in the past.  And stuff

  that's already in the public domain, then why

  do you want to hold onto that anyway, it

  seems like.

            But that's -- but suggesting that

  is not to say that -- I don't know the case

  law, so I don't know that that's a valid way,

  but.  So there's this sort of litigious

  approach if you say, okay, well, let's be

  lawyers about this and see how we can avoid

  getting sued.

            But otherwise, I think the dominant

  concern is that EIA is supposed to be in a

  position to be able to provide expertise to

  Congress on the consequences of specific

  policy measures, and that should be the

  dominant concern, in my view.

            MR. BOURNAZIAN:  Right --

            MR. RUTHERFORD:  So, you know.  But

  otherwise, in terms of, like, being friends,

  I imagine that if you do this thing where you

  bring in a focus group and have -- they're

  all going to say, forget it.  Don't release

  any of it.

            I mean, they're -- this is --

            DR. FEDER:  Actually, they might

  want it so they can snoop on their

  competitors.

            MR. RUTHERFORD:  Yeah, I guess

  that's true.  Yeah.

            DR. FEDER:  That's actually -- can

  I?

            SPEAKER:  (off mike).

            DR. FEDER:  I just happen to be at

  the -- I'm Moshe Feder.  I just happened to

  come back earlier this month from a

  conference on privacy in statistical

  databases in Istanbul, where there were few

  Americans, but big presence of the Europeans.

  And they were talking about issues like that.

  One of the things that you have to be mindful

  of is if you release a company's information

  and they are okay with that, you are allowing

  the other companies to subtract that value

  from published totals and know more about

  their own that they don't want to be

  released.  So, it's the complementary sales

  suppression that's a big issue in

  disclosures.

            So what I'm saying is that it's not

  enough just to say this company doesn't mind,

  they are okay with that, or the data has

  changed enough so it's no longer an issue,

  because you can make some inference from the

  other ones.  That's the only comment I want

  to make.

            But what Ed said about having a

  focus group or something, I'd like this

  because I had the same, similar thoughts

  because they probably have insight into those

  things.  They are very curious to know what

  the other companies are doing and so they

  have an interest in that.

            And there's always -- the last

  comment I want to make is that I heard many

  disclosure experts talk about the tradeoff

  between being too protective -- that's what

  Tom said, releasing too late -- or the other

  alternative is releasing too soon, that's the

  choice of making the data more useful.  So,

  striking the right balance is very tricky.

            All I'm saying is that getting the

  players in one room and asking them is a good

  idea.  But also keep in mind that releasing

  one company's information can help someone

  determine -- especially if it's the major

  player, because then, if they dominate that

  particular cell, you subtract from the cell,

  you know what the small guys' values are.

            MR. BOURNAZIAN:  Okay.

            DR. FEDER:  That's it.

            MR. BOURNAZIAN:  So the most -- the

  competitive harm to the largest one, if

  that's -- does not exist.  But then that goes

  against Derek.  You could still have

  competitive harm with a smaller-sized

  respondent inside a cell.

            DR. FEDER:  And then I think that

  you also had the pricing information, like

  pricing policy, the markup, and things like

  that might have more enduring value than the

  actual volumes.  So listing that information

  might be more sensitive.

            MR. BOURNAZIAN:  Mm-hmm.  Now, on

  Ed's point, we have tried -- actually, didn't

  use this -- so when you propose a standard

  and invite comment, that's pretty much the

  way EIA has functioned.  Did a federal

  register notice, didn't -- let me finish this

  -- two years ago, inviting comment on

  releasing electric power data nine months

  after collection, exchanging it.  And we got

  comments in on that.  Based on those

  comments, policy was changed, but a time

  limit was established for electric power.

            So there's a model where you could

  say, all right, skip, you know, this whole

  balancing assessment and just go out there

  and ask them what they can handle.  And which

  is one way to go -- work at it.  And then the

  chilling effect.  It kind of is a trump card

  on this whole competitive harm analysis

  because you could have no competitive harm,

  but your point is saying if it's going to

  have a chilling effect on accurate reporting

  in the future, you are still undermining

  yourself and the mission of the Agency.

            Yeah, Jose?

            MR. VILLAR:  Is the competitive

  harm --

            SPEAKER:  Can you identify

  yourself?

            SPEAKER:  Can you come up to the

  mic, please?

            MR. VILLAR:  Jose Villar.  Jake, is

  the competitive harm exemption the only one

  that EIA uses to avoid or not respond to FOIA

  requests?

            MR. BOURNAZIAN:  It's not the only

  exemption we use, but it's our main exemption

  we use.  Exemption 3 is for every other

  statute that prohibits disclosure, so a

  CIPSEA would fall under that.  Exemption 5 is

  documents used in a deliberative process,

  policymaking.  So when EIA is collecting data

  or all sorts of reports and stuff that are

  part of a deliberative process, we can

  withhold on Exemption 5.  But for your normal

  survey data collection and processing and,

  you know, statistical production in which the

  Exemption 4 is used.

            And, here, what you have is -- you

  mentioned, you know, it could be just an area

  for the lawyers, and it is.  There are a ton

  of cases that already establish the

  categories that are safe harbors for, you

  know, data that we can collect and protect

  though Exemption 4.  You know, pricing and

  sales, we've got a whole book, 14 different

  categories of data.  The point is what

  happens when you have 30 years of data now

  behind you.  Because there is no problem

  protecting the current stuff.  These are safe

  harbor categories and there's plenty of case

  law.  But now it's -- when someone -- and we

  got over 20 FOIA requests last year for

  historical data.  So more and more people are

  coming because, you know, we're no longer an

  agency that's been around for 5 or 10 years.

  Now they know you've got some depth, and we

  want data going back either as far as you

  began collecting it -- and you're using the

  same argument for protecting current survey

  responses for protecting the historical, is

  basically the situation we're in now, just

  maybe up to date as far as what's changed on

  the landscape for FOIA requests.  Most of

  them are media, too, that are requesting

  that.

            MR. BLAIR:  This is Ed Blair.  Can

  I ask this?  I can imagine that companies

  want this data so that they can model --

  these types of data that we're talking about

  -- so that they can model their own industry,

  in a sense.

            I can imagine that researchers want

  these data.  You made some reference to that

  --

            MR. BOURNAZIAN:  Right.

            MR. BLAIR:  And John Weyant,

  earlier, told me that on the residential side

  they are very much interested in getting down

  to individual residential decisions, so that

  essentially they can model a residential

  choice.  That's how they build out their

  choice models.

            MR. RUTHERFORD:  Most of the FOIA

  requests (off mike).  The news media, right?

            MR. BLAIR:  I heard that and that

  will be a third category for me.

            What I'm wondering about are

  researchers, for example.  On the residential

  side, I think that is already handled -- if

  not by your agency, by others -- as you have

  to go through a request process.  You are

  certified as having a, sort of, legitimate

  research interest.  You are given, you know,

  very restrictive, specific access to the

  data.

            You cannot take it offsite,

  whatever.  Anyway, there is a process by

  which researchers have access to the data.

            I could imagine situations where --

  the point you made about restricted access

  versus full public access -- that researchers

  as a class can routinely be handled through

  restricted access.  And that maybe you want

  the researcher to have it, but you don't want

  the competitor to have it.

            I'm less clear on what the nature

  of the media requests would be in terms of

  identifying specific companies 20 years ago,

  for example.

            MR. BOURNAZIAN:  Right.

            MR. BLAIR:  I mean, do you get

  those -- such -- any such requests?

            MR. BOURNAZIAN:  No.  With FOIA,

  you are not entitled to inquire on the

  purpose.  The purpose is sort of irrelevant

  for a FOIA request.  If it's relevant, you

  have to honor it.  If it's not -- and so --

  various degrees.

            On your point with restricted

  access, I want to qualify that because it's

  not an easy task, at all.  In fact, no

  petroleum data is available for our

  researcher.  You can make -- you can submit

  your proposal, you can pass training to be

  certified, you still will not have any access

  to petroleum, natural gas data, and several

  other fuel groups.  And EIA has had that

  policy that we will not even open it up to

  researchers.  We are only required by federal

  law to share our data with other federal

  agencies.  So we don't share with state

  governments and we don't share with the

  research community, for the same reason that

  there could be an unauthorized disclosure or

  researchers might not understand the market

  well enough.  And so it stays locked up.

            MR. BLAIR:  Okay.

            MR. BOURNAZIAN:  And so you'd say,

  all right, can I let some research go on or

  occur with historical data?  If you want to

  just test your theory and run that -- and run

  it by data that's 25 years old, is that a

  different activity than saying I want to look

  at the run up in crude oil prices over the

  last 8 months and do some research on a

  theory I have there?

            So, there are areas of research and

  scientific inquiry that could occur with

  historical data that might be in a safe and a

  secure environment.  And when we change the

  level of risk during the business that the

  Agency's doing, that's where number 6

  question kind of came into play.

            DR. FEDER:  Just a quick question

  on -- Moshe Feder.  If someone is allowed

  under that contract to access the data in the

  data enclave, will they have to submit their

  findings before publication for clearance?

            MR. BOURNAZIAN:  Yes.  In the

  program we have with the National Institute

  for Statistical Services, EIA has the right,

  you know, to review the product.  So it's

  basically the same review that any EIA

  staffer would get for his paper.

            SPEAKER:  Yes, Tom.

            MR. RUTHERFORD:  Tom Rutherford.  I

  think that this thing about the enclave is a

  good idea, but you should check out what the

  cost is.  And also it would be useful to

  review how it's done in different, other

  organizations in the US government.

            Like, I know Commerce has a -- just

  be useful to know how this compares.  So

  that's just one suggestion, or maybe, I

  guess, a question.  I haven't read your

  paper, so I'm not certain of whether you

  actually went through that to say these are

  the alternatives and this is what the cost

  would be.  Because I think it's useful to

  provide it.

            On the other hand, I'd also like to

  point out that I think that it is a serious

  -- I think the downside risk here is if you

  don't do this right, it's -- this issue about

  oil companies making lots of money is such a

  populist perception that definitely this

  would be exploited as soon as you give the

  opportunity for people to get firm-level

  information.  This is something that would be

  in 60 Minutes, right?

            This is not something -- so I think

  that there is potential -- I think that there

  really is a risk to the -- because the way

  the (off mike) -- well, the service that EIA

  provides is this perception of being an

  honest broker about data.  Everything is

  sanitized so we don't hurt firms, but

  everything's on the Web for people to see.

  And I think that's the thing that makes the

  -- it's really kind of unique in the world in

  terms of this role.  And there is this

  perception that US energy markets are much

  more competitive and effective because of it.

            I mean, ultimately, if you try to

  do a cost benefit assessment of the role of

  the EIA, it's tricky because it's all about

  information and the usefulness of information

  for making markets operate.  And so I think

  that, really, you have to be careful about

  the downside risk to the mission of the

  group, of the whole, sort of, enterprise.

            MR. BOURNAZIAN:  Let me qualify; I

  might have misspoke.  I used the term data

  enclave, but EIA has looked at that, you

  know, and determined that it would not allow

  its data to be offsite.  So any research

  access, they have to come inside the

  building.  But it's a minor point, but...

                 (off mike) Moshe, (off mike)?

            MR. BLAIR:  Ed Blair.  Well, let me

  ask this as a question.  What's the impetus

  for this question being considered?

            MR. BOURNAZIAN:  On time limits?

            MR. BLAIR:  Yeah.

            MR. BOURNAZIAN:  As far as thinking

  through an approach for responding to FOIA

  requests for historical data in a more

  uniform manner.  Because right now, we're

  getting a lot more FOIA requests for

  historical data.  But depending upon the fuel

  group that the request relates to, we're

  getting different responses.  And you've got,

  you know, different environments.  Electric

  power, a lot of this data was out in the

  public domain for decades because it was a

  regulated environment.  So when you come back

  and say I want to put this out in the public

  domain, and they're saying it's sensitive,

  and you say, but it was out in the public

  domain for the last 20 years, you've got a

  much better position than someone in another

  fuel group who never had that luxury.  So

  there are reasons for different knee-jerk

  responses coming out of different program

  offices.

            But still, is there a way to reign

  it all in and analyze this whole issue of

  historical data and it's -- how age affects

  sensitivity.  More of a uniform approach.

  And that's the -- that's really the drive

  behind it.

            MR. BLAIR:  Okay.  And I'm going to

  guess that media would submit FOIA requests,

  that some companies would think to submit a

  FOIA request, others wouldn't necessarily,

  and that many researchers would never think

  to submit a FOIA request.  Maybe I'm just

  wrong about that.  But, I mean, do you have

  any sense of what the demand is for this data

  across those communities?

            MR. BOURNAZIAN:  No.  No study has

  been on, you know, looking at the market and

  then which, you know, on request and how much

  data they were requesting.  No, we haven't

  gone back.  I mean, every request gets

  catalogued and has a FOIA number, but there

  has been no analysis of it.

            MR. BLAIR:  Okay.  So that if a

  researcher -- if we were going to do this for

  researchers, and should we have restricted

  access for researchers, we don't actually

  know whether there are any researchers

  interested, per se, but there may be.  And --

            MR. BOURNAZIAN:  Right.

            MR. BLAIR:  I mean, at the end of

  the day what's driving this is just that

  we're getting these FOIA requests primarily

  from media?

            MR. BOURNAZIAN:  Yeah, and it's --

  I wouldn't -- the media is a big source that

  takes it on for litigation because they have

  the resources.  We get requests from a

  variety of analysts, some researchers, and

  companies themselves.  Everyone has an angle

  on a FOIA request.  So, but it's -- but who

  has the resources (off mike) once you get

  denied, to take it into federal court.  More,

  over half of those, are media cases because

  they have the resources.  A lot of, you know,

  people will ask, argue about it, and then go

  away if they don't, you know, if they're not

  able to get the information.

            MR. BLAIR:  Okay, I'm going to

  squeeze in one last question.  Sorry.  And

  that is, if -- forget whether it goes to

  court -- are you in a situation where you get

  FOIA requests and inside the Agency you say,

  well, you know, yeah, really, we -- but

  that's a very reasonable request (off mike).

  We should give that information.  Nobody

  could get hurt there.

            MR. BOURNAZIAN:  Oh, yeah, those

  discussions occur.

            MR. BLAIR:  Please, Derek.

            MR. BINGHAM:  Okay.  Derek Bingham.

  So I think -- so all the disclaimers that

  are, kind of, have been mentioned -- I think

  Tom has brought up a couple (off mike).  And

  I'd like to add a solution just by saying

  what do you guys think?  It's not a bad idea.

  But if you have to.  So, if you're at a point

  where, you know, you have to devise a system

  to release some stuff.  So, let's say --

  let's suppose that you go out and you say,

  well, we'd like to do 20 years.  Okay.  Make

  up a number and say 20 years.  So we don't

  think that would be a big deal.

            The other -- the additional

  approach is something you can lump on top of

  that, is to try to do what they do in some of

  these health databases, where they actually

  will remove identifiers at some levels.  So

  if it's only one -- suppose it's only one

  supplier or one individual in one, you know,

  in a county or in whatever geographical unit

  you're using, there's only one supplier in

  that area.  Well, so first of all, they won't

  identify individual companies.  So, for

  instance, you just give them a number and you

  say, okay, this is the pricing information

  you have.  But -- and if the -- you could --

  within those units, if they're too small,

  like if you have them by region or whatever,

  then you only give the information out at an

  aggregate level so that individual companies

  cannot be identified.

            That might be the endeavor that you

  actually -- if you have to -- if you're going

  to go the way of releasing it, even with

  these sorts of things, maybe you can give out

  company-level information where there's a lot

  of companies --

            MR. BOURNAZIAN:  Like creating a

  public use file?

            MR. BINGHAM:  Yeah, but --

            MR. BOURNAZIAN:  (off mike)?

            MR. BINGHAM:  Yeah, well, there's

  no need to say Company AB147, right?

            MR. BOURNAZIAN:  Right.

            MR. BINGHAM:  And that's a randomly

  generated number.  And that's the company's

  identifier so that -- so this is what they do

  with health databases.

            MR. BOURNAZIAN:  Right.

            MR. BINGHAM:  And what they'll do

  is they'll release information, but the idea

  is to protect the individuals' --

            MR. BOURNAZIAN:  Identity.

            MR. BINGHAM:  The individuals'

  identities and sometimes counties' identities

  and things like that.  And so there are ways

  of devising this information that's out

  there.

            MR. RUTHERFORD:  There was a talk

  at one of these -- or sessions three years

  ago on this topic.

            SPEAKER:  So Randy --

            SPEAKER:  Do you remember that

  talk?

            MR. HILL:  Yes, yes.

            MR. RUTHERFORD:  It was a talk on

  specifically this thing --

            SPEAKER:  Oh, okay.

            MR. BINGHAM:  And, anyway.  So

  there are approaches out there that you can

  give.  And so that -- so the people are able

  to, you know, do statistically valid things

  with the time series aggregate data, and get

  their (off mike) estimates, and all those

  sorts of things.

            So, if you have to, maybe that's

  the way you'd want to go.  And I -- if you

  need to, I can give you some references on

  some of that.

            MR. BOURNAZIAN:  I'm familiar --

            MR. BINGHAM:  Oh, okay.

            MR. BOURNAZIAN:  (off mike) the

  public use files.

            MR. BINGHAM:  Yeah, okay.

            MR. BOURNAZIAN:  We do some of that

  for consumption.

            MR. BINGHAM:  Okay.  Anyway.

            MR. BOURNAZIAN:  It's a good point

  on that.  Walter?  (off mike) --

            MR. HILL:  (off mike) Tom mentioned

  initially.  I'm not the expert, so I'm maybe

  the wrong person to ask.  But I do know that

  I look at census data and I know they have

  rules like -- they do have rules that

  prevented you from identifying the, say,

  single individual.  And so maybe that's a way

  to prevent this.  If there are fewer than 10

  people in the cell, they won't release

  specific data on the cell.  But you know that

  there are --

            MR. BOURNAZIAN:  Right.

            MR. HILL:  -- this many people in

  the county with these sorts of

  characteristics and you can't identify the

  individuals.  But there might be rules like

  that that are --

            MR. BOURNAZIAN:  The problems with

  the public use files with establishment or

  business data is that the -- they're so --

  the distributions are so skewed as opposed to

  -- with the household individual data, you've

  got more methodologies.

            But there certainly are some

  datasets in fewer groups where it's not as

  skewed and it causes a disclosure problem.  I

  mean, not every industry is massively

  concentrated where, like in petroleum, you've

  got 100 refineries, but the top 10 do 50

  percent of the market.  And so, not every

  market is like that.  And like in natural

  gas, electric power -- so a lot of

  competition.  So you're probably -- it's

  something worth exploring, public use files

  -- well, guidelines for business data.

            MR. BINGHAM:  If you have to go

  that way, it might be --

            MR. BOURNAZIAN:  Right.  It's

  another way for (off mike) being -- making it

  out there, being more useful.  Yes.

            MR. RUTHERFORD:  Tom Rutherford.

  Just one more question.  How much does a FOIA

  request cost you guys when they take you to

  court?  How much money is this costing?

            MR. BOURNAZIAN:  Well, I don't

  know.  The only estimates I see is when they

  make a FOIA request, we put an estimate on

  how much it's going to cost us to search and

  respond to that request, and would they be

  willing to pay for that.  And one simple, you

  know --

            MR. RUTHERFORD:  When lawyers get

  involved, this gets expensive fast.

            MR. BOURNAZIAN:  Right.  And it's

  hard to say because once they file a suit,

  the Department of Justice represents all the

  federal government.  So it's pretty much out

  of the Agency's hands and DOJ is handling it

  in that other budget.

            MR. RUTHERFORD:  Okay.

            MR. BLAIR:  Ed Blair again.  Let me

  ask this since we're running low on time.  In

  a sense, your questions were how to make

  decisions in terms of what type of data; what

  the industry factors are; how to, sort of,

  put that into a matrix of okay, this stuff

  ought to be 1-year data, 5-year, you know,

  5-year confidence -- 5-year -- 1-year

  confidence, 5-year, 10-year, whatever.

            And we haven't told you any of

  that.  The closest thing we've come to

  telling you for a way of making these

  decisions is to say why don't you propose a

  rule, and let the industry comment on it, and

  see what people can live with.  And likewise,

  that can be done proactively, it could be

  done reactively that when you get, in a

  sense, a request, whether FOIA or otherwise,

  that at that point you say -- you publish,

  well, we've received a request.

            Here's something we want to float.

  What do you all think about it?

            Probably, that's probably in

  trouble from a legal point of view, actually,

  once you're facing potential litigation.

            But that -- do you want us to tell

  you something else?

            MR. BOURNAZIAN:  Possibly yes.

  Because when the question arises -- and it

  kind of does in a measurable amount of

  frequency -- about the sensitivity of your

  historical data, you get some knee-jerk

  responses:  Oh, this is sensitive or it's

  not.

            And then when you try to inquire,

  well, how did you arrive at that conclusion

  that that historical data is sensitive?  Just

  want to defend that response.  I'm not (off

  mike) you.

            You don't get a well thought out

  argument, is the problem we have in the

  Agency.  They kind of are still looking at a

  small test --

            MR. BLAIR:  This is in the Agency?

  Outside the Agency?

            MR. BOURNAZIAN:  Inside the Agency.

  And because there's -- it's not -- there's

  not a really well defined process.

            So I guess my question for this

  Committee would be, yes, if you were to be

  posed that question on how does time affect

  the sensitivity or the need to protect data,

  and you were to come down on either release

  or not release, it doesn't matter -- really

  care what your answer is, how would you go

  about defending that?  Would it just be, oh,

  you know, I asked the industry and they said

  don't do it.  So, you know, that's -- then

  that's -- it was -- they are producers of the

  data.

            So maybe that's the simple answer.

  Maybe we shouldn't even be engaging in the

  economic analysis.  Maybe it'll lead you down

  a path that could be a double-edged sword

  kind of thing.  So stay away from it.  Or

  maybe this is a way to go.  You know, it has

  some, yeah, economic merits.  So I was kind

  of curious on that.

            MR. BLAIR:  Well, my guess would be

  -- and, you know, I'm often wrong, but never

  uncertain.

            But my guess would be that if you

  actually engage the industry and you tell

  them, look, here's the deal.  At this point,

  we've got data series that are 30 years old.

  In some cases, we inherited them; they go way

  back farther than that.  And just from a

  market efficiency point of view, from a, you

  know, from an openness of records point of

  view, we are under pressure to release that

  information really at the earliest practical

  date.  So let's assume that we are going to

  be releasing that information.  What we need

  you all to tell us is, you know, how long you

  need us to really keep it confidential.

            I think they would engage with you

  on realistic terms.  Obviously, you are not

  going to get the same answer from everybody.

  Somebody is going to be:  Let it go today.

  And somebody's going to be:  Never let it go.

            MR. BOURNAZIAN:  Right.

            MR. BLAIR:  But I think they would

  -- my guess would be that they would engage

  with you on realistic terms.  Like, the

  anticipation that they would say, no, no, all

  information off limits forever, I really

  don't think that's the case.

            I'm really dying here because I

  thought our prospective new member, Izzy

  Melendez, was going to be in here and he is

  from -- which company is he from again?

  Anyway, he is, you know, he's a company-side

  guy.  And he's on -- he was telling me he's

  on a committee on transparency where they

  argue amongst themselves about what

  information to release in real time so that

  they can all tell what's happening in the

  market, make better decisions, take risk out,

  be able to price a little bit closer, give

  better prices to the users because if they

  have more information about the market, they

  can do that.  So they are dealing with these

  issues, I think, on a regular basis.

            MR. RUTHERFORD:  But I think my own

  -- Tom Rutherford.  My own feeling is that

  you shouldn't look to the Committee and use

  us as, sort of, defense against -- this

  proposal, we asked all these guys who are

  economists and they said this (off mike).  I

  think that's not the right way to go because

  first of all, I don't think we're that -- we

  have that much credibility in this for your

  clients.

            Plus, furthermore, I think it's

  much more important: what are the rules that

  are done in other, similar agencies.  What do

  they do in healthcare records?  What do they

  do?  In other words, there are other

  institutions of the U.S.  Government that

  have been around a lot longer, that have been

  through this, that may -- so I'd just go

  through there and have a look to see.  You've

  already outlined what you think the issues

  are, so I'd look at what is the precedence in

  the established.  And just -- I think that if

  you were to just be direct with them and say,

  okay, well, this is what's been done.  We

  feel the need to do this.

            And I think if they are a business,

  you could argue that the FOIA requests, they

  don't come out of your budget, but if your

  estimate is $50,000 per request, you know,

  you could make -- you could produce a pretty

  good argument that you are spending a million

  bucks a year or whatever in terms of dealing

  with these.  And you'd just rather not have

  to do this.

            It's like if you could just

  basically have a rule, then the rule is

  solved and you have the exemption for the

  first 20 or 30 years, and then after that,

  then the stuff gets released, and then you

  just avoid litigation.

            MR. BOURNAZIAN:  Let me respond.

  Right, the Committee shouldn't feel burdened

  on that request for reviewing this because

  what is discussed in the paper does reflect

  what, kind of, a history of responses and how

  -- what we've been doing in the last five

  years and we met with considerable success.

  So as we see this, you know, application of

  looking at economic factors that affect

  competition and those same factors then could

  be used for analyzing competitive harm if

  they affect competition, one approach, then,

  by running it by the Committee would be: have

  we missed anything or is this even the right,

  you know, approach to be taking?

            So, we're not looking for the

  Committee to set a policy for the Agency, at

  all.  (off mike) --

            MR. RUTHERFORD:  (off mike) the

  list.  Okay.

            MR. BOURNAZIAN:  Yeah, it's going

  in that direction, more or less.  Here's a

  group that we can kind of check in with and

  say, what do you guys think about this?

            Because the whole process will be,

  actually, more impacted by discussions with

  other federal agencies and with the industry,

  certainly bring, you know, a cooperative

  environment, in essence.

            SPEAKER:  Yes, Walter.

            SPEAKER:  Go ahead, Walter.

            MR. HILL:  Walter Hill.  Yeah, I

  could imagine you coming to us and saying,

  well, there is a statistical test that says

  after 20 years, under these conditions --

            MR. BOURNAZIAN:  I wish there was

  something objective like that, that would be

  clear.

            MR. HILL:  There is (off mike) I

  think of the Census, but there are other

  institutions out there that are grappling

  with this question for a number of years.

            MR. BLAIR:  This is Ed Blair.

  Tom's comments remind me that, more

  generally, when we had the discussion about

  data censoring -- and Moshe, I think you were

  there at that time -- the idea was why is EIA

  inventing its own procedure?  There is no

  perfection here.  On the one hand, all

  information out gives maximum ability to use

  the information.  All information back is

  maximum privacy.  The balance is somewhere in

  between the two.  And that's true whether

  we're talking about at this time identifying

  individual respondents or, you know, going

  back, you know, across time.

            So that there is, inevitably, there

  is some sort of balancing that is going to be

  required.

            And what you can do is you can have

  a defensible policy in that it is consistent

  with other agencies.

            Having had that to the extent

  you're going to do it yourself, going back to

  the point Tom made about, in a sense, we're

  the wrong guys to ask, I think the response

  you're getting here is that, well, you know

  these factors better than we do.  And what --

  if it's going to come to competitive harm,

  your clients, your data providers, they know

  it maybe even better than you.  In many

  cases, not as good as you.  But, you know, in

  the most sophisticated cases, even better

  than you.  And so, in a sense, they are the,

  you know, they are the people to ask.

            They may anticipate how these data

  could be used in ways that you haven't even

  thought of.

                 (off mike), Moshe.

            DR. FEDER:  I just want to discuss

  a hypothetical scenario where you talk to one

  of those companies and you ask them two

  questions.  Question number one: do you mind

  if we release your data from 10 years ago?

  And they say, no problem.  Go ahead.  It's

  old.  Then you ask them, would you please

  respond to my next survey?  Ten years from

  now, I'm going to list this information.

            And they'll start to fret because

  they don't know.

            What I'm talking about is what Tom

  said about there is a perception of

  confidentiality, an issue with response rates

  and cooperation.  I don't think they are

  going to worry too much about past

  information.  But when they are going to

  respond to the next survey, they'll know that

  that information, 10 years from now -- I'm

  saying 10, could be 17 or whatever -- it's

  going to be released.  That's going to be

  more of a worry for them because this is

  something they don't know.

            So, and I don't have an answer to

  that question.  All I'm saying is that

  knowing that EIA eventually releases data

  might be more of a problem than knowing that

  right now, EIA is releasing data that is old

  and no longer important.  And response rates

  are important because otherwise we get non-

  response bias, but also because current

  information is more important than past

  information.  That's the only thing I'm

  saying.  So it's more important not only to

  ask what Ed said about past information, are

  you comfortable with a 10-year window, but

  also will you cooperate with my next survey

  if you know that K years from now -- K, let's

  say, equals to 10 -- I'm going to release

  that information?  I think it's a very

  different question because I know what's

  already old and can be released, but I don't

  know what will be old in the future.  That's

  the only comment I wanted to make.

            MR. BLAIR:  Ed Blair.  I very much

  agree with what Moshe is saying.  And this

  reminds me of something else I thought when

  we first had this question put in front of

  us, which is, since when is there a time

  limit on confidentiality?  I mean, the

  queen's butler is okay to tell the Royal

  Family's secrets after, you know, after 30

  years or after the queen is dead?  I think

  the deal is no, you know, because, you know,

  does confidence mean confidence?

            DR. FEDER:  (off mike) company?

            MR. RUTHERFORD:  I agree

  completely.  My thoughts exactly.  Very well

  said.

            DR. FEDER:  I think for all of

  that, the solution in number 6 looks the most

  appealing, if it's visible.  I mean, Tom was

  talking about the financial burden that it

  might put on you.  But having a restricted

  access analysis where -- with the provision

  that you get to review results before they

  are published is the safest and seems to

  fulfill most of the requirements.  I don't

  know if you guys agree, but --

            MR. RUTHERFORD:  Yeah, yeah.  I

  think it's type one and type two errors.

            SPEAKER:  Yeah.

            MR. RUTHERFORD:  The type 2 error,

  the only thing I see is you have to pay for

  all these damn lawsuits all the time.

            DR. FEDER:  Yeah, I can --

  actually, can I just say what -- Moshe Feder,

  again.  When we discussed disclosure with one

  of our clients, he said something that I

  still remember.  That was years ago.  He said

  all it takes is one case.  With disclosure,

  it's not like if you make a statistical

  error, type one or type two (off mike), it's

  you've made one error when your (off mike)

  off.  If you committed disclosure "crime" --

  or maybe I shouldn't use that -- a disclosure

  mistake, the loss function might be very high

  just because the damage can be --

            MR. BLAIR:  Almost irreparable --

            DR. FEDER:  I mean --

            SPEAKER:  Reputation --

            DR. FEDER:  Yes, reputation,

  cooperation with -- That's why I think the

  best -- number six is maybe the best way to

  go.

            MR. BOURNAZIAN:  Okay.  Because it

  safeguards against an unauthorized

  disclosure, right?  Or inadvertent

  disclosure.  You don't have to worry about

  that.  Because it's -- okay.

            MR. BINGHAM:  Okay.  So I'm just

  going to -- sorry.  Do you mind if I (off

  mike)?

            MR. BLAIR:  No, go ahead.

            MR. BINGHAM:  Derek Bingham.  So

  let me give you an example.  I work for a

  public university.  As a public servant, my

  salary is, in theory, public domain.  So the

  university publishes it.  I have no idea

  where and I don't think anybody else does,

  either.  So actually finding that information

  of all the salaries for all the professors at

  the university is arduous.  And so no one

  bothers.  All right.  So if you make -- if

  you follow number six to some -- to make it

  hard, right?

            So that you could -- so there won't

  be any inadvertent disclosures, then you make

  it just useless.  Right?  I mean, you do want

  to make -- you do want to be able to provide

  information to -- right?  And, you know, one

  way to do, you know, to avoid inadvertent

  disclosures is put it in a big room

  somewhere, on printed out paper, and say,

  okay, there you go.  Write it down yourself.

            That would be terrible, right?  I

  mean, don't -- that would -- that's -- that

  can't be what you're suggesting, Moshe.

            DR. FEDER:  Well, I think there is

  a difference between your salary, Derek, and

  data.  Ed and I were talking on the side on

  Enron, I think someone might --

            MR. BINGHAM:  That's wasn't --

            DR. FEDER:  Another big company

  where the media might be interested in and

  could be -- could cause a big stir.  So the

  payoff here is different.

            SPEAKER:  Right.

            DR. FEDER:  But there is also a

  legal issue.  Disclosure is disclosure.  If

  it's not allowed, if data are collected under

  a pledge of confidentiality, then we need to

  consider what is the moral obligation in

  addition to the legal obligation.  And the

  further issue which is the cooperation in

  future surveys.  That's what I'm concerned

  about.  Sometimes, if the perception of

  disclosure is there, let's say of EIA being

  lax about disclosure is there, you might lose

  participation in surveys.

            MR. BINGHAM:  I understand.  So

  that you wouldn't want to make things

  available to people in a way that if they

  decide to go, it would be so hard to use and

  be such a process.

            But that actually brings me to one

  other thing.  What if you promised the people

  already?  So, you know, so there are things

  where -- so we know what we do with -- when

  we fill out the Census, it says this is --

  they don't say confidential, they say it's

  protected for such and such as the statute of

  limitations.  What if you already told these

  folks who filled out surveys 30 years ago?

            MR. BOURNAZIAN:  Right, we -- very

  careful on what you promise and what you have

  to deliver on.

            So when the data was collected, we

  just said we would protect this to the extent

  it is protected under the Freedom of

  Information Act, the Trade Secrets Act, a

  number of statutes.  So, we never gave the

  Census-type pledge where, you know, we will

  never release your data in identifiable form.

            We never said that.  What we said

  was -- because we knew that we had to give

  the data out to other federal agencies for

  their official purposes, so we couldn't -- so

  what we say is we will protect it to the

  extent it is provided to -- can be protected

  under these federal laws, and FOIA is one of

  them.  So.  And that's generally the one, you

  know, that stays with it.

            And it's tough to show competitive

  harm, actually.  And when you are looking at

  the cases where people have complained about

  it, there you have a burden to show, you

  know, a decline in (off mike) a real threat

  to your position.

            MR. BLAIR:  This is Ed Blair.  I

  guess we just keep going until the other guys

  come up here.  This is Ed Blair.

            Going back to what Moshe said, you

  know, even if there -- even if you couldn't

  really show competitive harm, you release it,

  it is, to some extent, a question of what the

  people in the industry think.

            And, you know, Census' disaster on

  this a few years ago was the information

  about Arab Americans.  That somebody had

  requested -- I don't remember the details of

  it -- but somebody had requested information

  on -- like maybe the FBI, I'm not sure -- on

  how many Arab Americans lived in various

  counties.

            MR. BOURNAZIAN:  And they wanted it

  by zip code.

            MR. BLAIR:  Yeah, it was something

  like that.

            SPEAKER:  That's right.

            MR. BLAIR:  And that hit the

  papers.  And the next thing you know,

  everybody in the Arab American community was

  not really happy about this.

            You know, all of a sudden, whoa,

  what's going on here?  We were hearing people

  in the Hispanic community saying, you know,

  we're not that happy.  Whoa, I mean, well,

  we're next, right?  You know.

            MR. BOURNAZIAN:  Asian American

  community wasn't happy, either.  You know.

            MR. BLAIR:  And, you know, so that,

  you know, so that one case, you know, that

  one example, this is his idea that the, you

  know, that the one example all of a sudden

  makes everybody start saying, you know, maybe

  we need to not be so forthcoming in providing

  this information.

            And, you know, there is kind of the

  danger.

            MR. BOURNAZIAN:  And I think that

  really is the stronger argument behind the

  not release is -- and I've heard it a couple

  of times from the Committee members in their

  comments -- in that historical data that's

  protected may not pose a threat to

  competitive harm, but it goes a long way to

  preserving or at least maintaining your data

  quality in higher response rates.  Because

  it's the chilling effect that it would --

  that releasing historical company-level data

  would have on your future and current

  reporting that is the real concern.  And that

  in itself, you know, you look at what Tom had

  (off mike), yeah, look at what your agency's

  mission is for why you people exist and if

  this kind of activity is going to jeopardize

  or compromise that.  And that alone should be

  enough of a compelling reason to not place

  any kind of time limits or attempt to do

  that.

            MR. RUTHERFORD:  I see the use of

  company- level data for designing policies

  and understanding how markets operate.  I see

  that as sort of secondary to the mission of

  -- as just being -- providing coherent, well

  researched, well grounded statistics in real

  time to the markets so the markets operate

  better.  That's the main mission, I think.

            SPEAKER:  Mm-hmm.

            MR. RUTHERFORD:  I mean, there's

  all these other things about how to design

  policy and what the effects of this and that

  are, but the -- where what really matters is

  that you get the information to the market

  about what's the reserves of heating oil this

  year?  You know, what's the price currently?

  What's this?  How much electricity we're

  generating.  All this stuff.  So that when

  the US gets hit with disasters or whatever,

  that markets can make better bets about what

  the outcome is.  I see that as the main --

            SPEAKER:  Mm-hmm.

            MR. RUTHERFORD:  That's really what

  pays the bills here.  And so I say

  interfering with that -- but that's just my

  view.  But that's sort of my view of how --

  what makes this a sort of vital institution

  is this transparency.  And it doesn't exist

  in other countries.  So it's, I think, a huge

  advantage the U.S. has.  I think that the --

  in the European setting, it's so politicized,

  the provision of data, that it's not -- it's

  really not nearly as effective as the U.S.

            MR. BOURNAZIAN:  That's

  interesting.

            DR. FEDER:  I just want to -- Moshe

  Feder, again.  Just a couple of comments.

  Someone mentioned the Royal Family, I think

  we've -- that exemption, government and

  cabinet minutes are eventually being released

  when they are really old.

            And I think it actually -- we're

  thinking what I said before -- I would

  advocate releasing historical data that's

  truly historical, let's say over 30 years ago

  or 40 years ago.  Because then it allows you

  to tell people who ask for this data, more

  recent data, to say we do release historical

  data and our policy is to release data that

  is a century old or 50 years old or whatever.

            Because, come on, I mean, after so

  many years, it's not -- there is no

  competitive harm and no company will object

  to cooperating today knowing that 50 years

  from now you are going to release the data.

  So I think you need to choose a window, a

  time limit that is reasonable, beyond which

  you can say quite safely, that's okay.  But

  not the 10 or 7 years that we talked about,

  maybe longer.

            SPEAKER:  Mm-hmm.

            DR. FEDER:  Because then you do

  have a policy.  I think it will stand a

  challenge by saying -- and you need some kind

  of reason why that number was determined.

            MR. BOURNAZIAN:  So a number that's

  far enough in time that it --

            DR. FEDER:  Yeah.

            MR. BOURNAZIAN:  -- safely doesn't

  undermine your current --

            DR. FEDER:  Right, right.

            MR. BOURNAZIAN:  -- response rates

  and accuracy for reporting --

            DR. FEDER:  Yeah.  And if someone

  comes back to you, say, but, you know,

  electricity data were allowed after so many

  years.  You say, but we have a uniform policy

  and it should cover, also, nuclear, where

  maybe 20 years makes sense, but not 10 years.

  So that might be actually a good idea.  And

  in the time between, let's say less than 50

  and more than 30, you can use the data

  cooperating agreement or another (off mike)

  access mechanism.

            SPEAKER:  Okay.

            SPEAKER:  Are you guys done?

            SPEAKER:  Done.

            SPEAKER:  Yeah, we've been killing

  time.

            MR. NEERCHAL:  So our reporters or

  discussants (off mike) lead discussants are

  Ed for the Time Limits on Confidential Data

  and Steve for the biofuels.  I don't see the

  biofuel speakers here.  (off mike) know or

  maybe they are still reading those (off

  mike)?

            MS. BROWN:  I'm not sure where they

  are.  I just sent Alethea down to go get

  them.

            So why don't we start with --

            MR. NEERCHAL:  Okay.  So start with

  Ed.

            MS. BROWN:  Ed, yeah.

            MR. BLAIR:  Okay, I'm going to try

  to summarize the discussion from the session

  on time limits for protecting company-level

  data.  I'm going to not give these points in

  the order that they came out, so therefore, I

  may screw up, and I'll count on somebody else

  to fix it.

            The motivating question here is

  that, as we understand it, is that EIA is

  receiving Freedom of Information Act requests

  for historical data, 20 FOI requests in the

  past year or this year.  I don't know that

  those were all for old data.  There were

  lawsuits in 2003 around this.  So people are

  asking for historical data.

            Most EIA data are protected from

  Freedom of Information requests by Exemption

  4, which is that disclosure would cause harm

  to competitive positions.  That would be the

  basis for resisting these.

            The question, then, is will it?

  Will disclosure of company data cause harm to

  competitive position?

            And a variety of possible factors,

  related factors, were presented to the group

  to consider, centering around the type of

  data: production and sales data, price cost

  data, reserves; and industry factors: how big

  is the market, how many competitors, growth

  rate in the market, rates of entry and exit,

  and so forth that would, basically, that to

  the extent the market is more dynamic, the

  historical data is maybe less of a problem.

            And at that point, we began

  discussion of what recommendations, if any,

  we might give regarding the formation of such

  policy.  A theme that came up repeatedly

  throughout the discussion was the idea of --

  as Tom characterized it -- type one, type two

  error.  The type one error would be to

  release data too early and harm somebody's

  position, and this would damage trust and

  participation in the studies.  Type two,

  released too late, (off mike) essentially

  just loss of information, loss of efficiency.

            And we kept coming back to this

  over and over again, the idea that EIA's

  superordinate mission is to provide high

  quality data to advise Congress in the

  formation of policy.  So that their

  superordinate goal has to be to protect the

  quality of the data, which implies minimizing

  that type one error, minimizing the

  possibility that participants have damaged

  trust, and maintaining the image of EIA as

  honest broker.  And that implies a

  conservative policy.

            We kept coming back to this idea.

  Moshe made a nice point that maybe if we

  would ask a company is it okay to release

  your data after 10 years?  (off mike) if we

  -- is it okay if we release your data from 10

  years ago?

            They would say, yeah, that's okay.

  Not a problem.

            That if we would say, can you give

  us data today?  And by the way, we're going

  to release it 10 years from now.

            That that might be a different

  issue entirely.  The idea that it only takes

  one bad example to chill response, if it gets

  out and around.  The idea that if disclosure

  of old data threatens acquisition of new

  data, it's a bad deal because the new data is

  really what's of primary value.

            So we kept coming to that over and

  over again, and all of that suggested that if

  you had a policy, that would be conservative.

  And, in fact, the point was made that, well,

  maybe it is a good idea to have a policy that

  if you say, we never release the date, maybe

  it's easier to defend the idea that no, no,

  we release the data at some point, it's just

  that you have to wait 30 years and then we

  release the data.  So now you have a policy,

  you know, just, you just have to wait for 30

  years.  But the main thing is that the policy

  would be conservative.

            Carrying on with this.  So now the

  question is what would be the policy?  How

  would you form the policy?

            The point was made that, well, you

  can't have a perfect policy because, you

  know, if you want to protect it, you hold it

  forever.  If you want it to be out there, you

  give it away right away.  Even along the time

  dimension, this is something we have

  discussed in the Committee in the past, in

  the context of data censoring.  You can't

  have a perfect policy; you can have a

  defensible policy.

            So, the first thing is, well, what

  are the practices of other regulatory

  agencies?  We were told there is no uniform

  federal statistical agency rule for time

  limits.  So that's -- even so, the question

  is what analogs would be out there.  Also,

  the idea that if Freedom of Information

  requests are driving the formation of this

  policy, what policies would be consistent

  with Freedom of Information case law.  And,

  of course, we're not the right people to ask

  about that.

            Then moving into, okay, well, how

  would you form the policy?  The suggestion

  that was made a couple of times -- two,

  three, four times -- was, well, rather than

  have a rule that says if the data are of this

  type or if the industry has these

  characteristics, then that equals a 5-year

  window, that equals a 10-year window, that

  equals a 15-year window.  Maybe the process

  should just be to ask the data providers.  So

  to post a proposed policy for public comment,

  take comment, and let that determine the

  policy.  And what was the example you gave us

  on that, Jake?

            MR. BOURNAZIAN:  Electric Power,

  follow that model.

            MR. BLAIR:  Okay.  And then just a

  few other points.  As we continued, other

  points that were made relevant to the idea of

  what might make sense as a policy or what

  factors to consider, that if you consider

  different users of the data -- researchers,

  industry participants, media -- that

  researchers might be accommodated by

  restricted access.  So that the data are

  available, but that the researcher would have

  to get permission to access the data, could

  only use them on site, would have to get

  clearance before publishing the data.  That

  that could be a way of at least making data

  available to that community.

            There was the idea of providing

  data, company data, but without individual

  company identifiers.  So you see that this is

  an electricity generator, for example, that

  had these characteristics, but you're not

  told which company that is.  You're not told

  which generator that is.  And, of course, if

  the company would be identifiable, then you

  shield those individual responses.  And the

  comment was made that in some of these

  industries at least, that just the very

  magnitude of certain players may identify

  them, especially where there is

  concentration.

            And then finally, my last point

  from my notes is that Moshe noted the

  potential complementarity problem that you

  release information about company A, oops,

  you just allowed identification of company B.

  That that would be a factor to consider in

  any policy.

            Anybody care to add to those

  comments?

            MR. KOKKELENBERG:  I wasn't there,

  so (off mike) --

            DR. FEDER:  No, I just want to say

  --

            MR. KOKKELENBERG:  I just have a

  general comment.

            DR. FEDER:  You may have mentioned;

  I may have missed it that clearly, beyond a

  certain timeframe it is a pain to release

  data.  But we're talking about, maybe,

  choosing a relatively large number of years

  to --

            MR. BLAIR:  Right.  I did mention

  that one, but it's good to have it again.

            MS. BROWN:  He's keeping you

  straight.

            DR. FEDER:  (off mike).

            SPEAKER:  Oh, I'm sorry.  Go ahead.

            MR. KOKKELENBERG:  Edward

  Kokkelenberg.  Am I on?  Now I'm on.

            Well, I'm going to make two quick

  comments.  One is as a former market

  researcher for firms, I found that old data

  is just that.  It's old data.  Who cares?

  You really want to know what the firm is

  going to do next year; your competition is

  going to do next year.  But as a former

  Census fellow, I would say you've got a real

  problem here.

            If you release one company's data

  because they say it's okay, that enables a

  good analyst to perhaps discover what other

  companies are doing.  And therefore you

  cannot do that unless you have not consensus,

  but unanimity in the permission to release

  the data.

            Also, I think the -- I would

  suggest that Energy follow Census' rule:  You

  don't release the data on individual people,

  period.  End of statement; that's it.  Ever.

  And then if there are valid researchers, do

  exactly what Census does, as Ed suggested,

  onsite researcher, who signs a

  confidentiality agreement, who can work with

  the data.  And Census has set that up for

  many, many years and it works.

            MS. BROWN:  Research data centers.

            MR. MELENDEZ:  I think this is one

  organization or agency that is not the only

  agency out there that picks up, at least,

  electric power data.  There are other, say

  ISOs, RTOs, FERC, for instance, release

  information.  It might be worthwhile taking a

  little time to understand, you know, what are

  their practices with releasing data?

            I like the idea of going back to

  the folks who own the data, who you are

  getting the data from.

            And I like the idea of putting out

  a proposal and letting the industry vet that

  out.

            I think a conservative approach

  basically kills markets because it doesn't

  allow data transparency as it should be.

  Some folks do rely on this data to make

  commercial decisions going forward, not so

  much as a strategy for, you know, exactly

  what their competitors are doing.

            I also like the idea that the data

  would be masked.  I think that in that case,

  there is a lot -- in fact, there is, right

  now, a NERC database that is put out there

  through a consulting firm called Navigant.

  And they practice that.  Basically, they put

  out -- they collect a lot of NERC GADS data

  and then they sell the service so that the

  industry could use it for benchmarking

  performance of power plants.  Right?  So it's

  a way of, you know --

            MR. BOURNAZIAN:  Assessing (off

  mike) liability.

            MR. MELENDEZ:  Exactly.  And if it

  doesn't meet a certain masking criteria, you

  know, you just don't get a, you know, your

  query results, you have to expand your query

  to the point where it doesn't become (off

  mike) issue.

            MR. NEERCHAL:  Okay.  Anything

  else?

                 (off mike) public?  Any comments?

                 Then I guess let's go on to Steve

                 on the

            Biofuels.

            MR. BROWN:  Okay.  Our group saw

  two presentations that were made by

  relatively new staff at the Office of

  Integrated --

            SPEAKER:  Could you pull the mic

  closer, so we --

            MR. BROWN:  Analysis and

  Forecasting.  And both of them dealt with

  issues that the EIA faces in projecting

  future fuel technology.  And the

  presentations were a little different.  One

  of them, made by Emre Yucel, was on the

  supply curve of biofuels.  And the other one,

  by Brian Murphy, was on renewable electric

  resources.

            Emre Yucel's interest was in

  developing a supply curve of biofuels with

  the idea of putting that into the model used

  to generate the International Energy Outlook.

  The Committee agreed that this was an

  impressive assembly of data and ideas.

            One issue that Emre raised in his

  own presentation was a heavy reliance on some

  work done at Brookhaven National Laboratory,

  where he has yet to, kind of, master or

  develop a complete understanding of what was

  done in the Brookhaven analysis, even though

  that did allow him to develop a supply curve.

  And I think that he needs to develop a better

  understanding there.

            Suggestions made by the group

  included modeling the land use, and to

  spatially disaggregate the land to make a

  more formal modeling of land use.

            There were some concerns about the

  use of water resources.  The interaction of

  food prices and oil prices in the modeling.

  And even though the EIA tends to just make an

  emissions forecast, there was a lot of

  discussion about the fact that biofuels could

  have a big impact on the life cycle of net

  carbon emissions depending on how land use

  was affected.  And these were all things that

  probably needed to be taken into account in a

  more complete analysis.

            Brian Murphy looked at renewal

  electric resources, again with the idea of

  putting this into the International Energy

  Outlook.  The main issue that he faces is

  that renewal electric resource penetration in

  the market right now is mostly policy driven

  rather than market driven.

            Again, he developed an impressive

  database of all the projects that are being

  built around the world.

            Some suggestions from the Committee

  included disaggregating the wind, solar, and

  hydro into separate categories so they could

  be studied a little bit independent of each

  other.  The Committee felt that carbon

  pricing could have a big impact.  The carbon

  pricing or climate policy could have a big

  impact and shift the whole thing from being

  policy driven to being cost driven.  And that

  the analysis might change considerably if

  that were the case.

            There was a suggestion of looking

  to see whether policy was sensitive, at all,

  to the extent of which costs were actually

  higher than conventional alternatives.

            Some members of the Committee

  supplied contacts to Brian about people who

  are also working on this issue.

            And there was a suggestion that

  since these are being driven by -- that since

  penetration is being driven by policy, that

  he consider optimistic and pessimistic

  scenarios as a way of kind of bracketing

  where policy might be if it doesn't actually

  reach goals that individual governments have

  set.  And I think that those comments would

  also apply to Emre Yucel's analysis, the

  optimistic and pessimistic scenarios.

            That was what I took away from the

  thing.  We were certainly there for nearly an

  hour, so there was a lot more detail.  So if

  any members of the subcommittee want to

  supply any additional detail or comments, I

  would certainly welcome.

            MR. NEERCHAL:  Good job.

            MR. BROWN:  Brian and Emre, do you

  have any additional comments you wish to

  make?

            MR. CLEVELAND:  Good job by the

  rookies.

            MR. BLAIR:  Yes.  It sounds like

  they were very interesting presentations.

            SPEAKER:  It was.

            SPEAKER:  Yeah, they were good.

            SPEAKER:  Very good.

            MR. NEERCHAL:  I know that it was a

  very spirited session (off mike).

            SPEAKER:  Very good.

            SPEAKER:  That's why you kicked me

  out of that one.

            SPEAKER:  (off mike) on land use.

            MR. NEERCHAL:  I think the

  Committee's unanimous recommendation was more

  pizza, no time off.

            SPEAKER:  The idea was -- I think,

  Nagaraj, you are right.  The main

  recommendation, I think it was you, John,

  made this to Glen Sweetnam, is that he just

  buy a lot of pizza and keep them locked up

  here (off mike).

            SPEAKER:  I'm sure Howard would

  sign off on those expenditures.

            MR. CLEVELAND:  Sushi.  Sushi (off

  mike), depends on your preferences.

            MR. BROWN:  I think Brian said he

  would go for that.

            MR. MURPHY:  I would.

            MR. BROWN:  The idea is that you

  are going to lock Brian and Emre up in the

  building here and feed them and they'll just

  keep working (off mike).

            SPEAKER:  And they'll keep on being

  productive?

            SPEAKER:  They got a choice of what

  kind of food (off mike).

            MS. BROWN:  I want to put in a

  pledge here for, as I mentioned this morning,

  about sort of a mentoring thing.  If there is

  someone here on the Committee that's

  interested in the work that the two of them

  are doing, I urge you to connect with them if

  you could provide them additional resources.

  I heard several of you say, I want to connect

  you with so and so.

            That would be great.  That's part

  of the goal one that I talked about this

  morning, our work force development and

  getting our newer staff involved in (off

  mike) projects.  It would be great if some of

  you could work with them.

            MR. NEERCHAL:  Anything else?  You

  know, since we are --

            SPEAKER:  Do the break.

            MR. NEERCHAL:  So we are on to a

  break now.  I think we actually almost caught

  up with our time (off mike) 3:10.  We were

  supposed to go on the break on 3:10.  It's

  3:15, so we are doing pretty good.  So I

  think we have time for a 15- minute break.

            And we are coming back to the

  closed session.  But closed session is really

  a, you know, all the committees are invited.

  And also, Howard and Stephanie are going to

  bring a few people from EIA to talk about --

            MR. WEYANT:  Is it right here?

            SPEAKER:  Right here.

            MR. NEERCHAL:  Is it right here?

            SPEAKER:  Yeah, it's right here.

            MR. NEERCHAL:  Right here.  Right

  here, so.

            SPEAKER:  Does that mean we can

  (off mike)?

            MR. NEERCHAL:  I wanted to (off

  mike) couple of clarifying items there.  Is

  that I have talked to Mark and he is going to

  switch the track on (off mike) because it is

  closed session.  So it's going to be on a

  different track.

            SPEAKER:  Mm-hmm.

            MR. NEERCHAL:  And so it will be

  summarized in a different way.  So it's not

  part of the full proceedings --

            SPEAKER:  The proceedings.

            MR. NEERCHAL:  And the idea is that

  if he comes up with something that Stephanie

  can summarize to the big meeting tomorrow,

  that you want to go into the transcript, we

  can easily do that.

            So that is the purpose of doing the

  closed session, so that he can actually --

  Committee is together with the experts from

  EIA, or people who are staff, key staff from

  EIA can deliberate on this one.  What could

  be a good, you know, most impactful

  recommendations of --

            SPEAKER:  Response.  Yeah.

            MR. NEERCHAL:  Committee.  So.

            MS. BROWN:  For those of you on

  break now that haven't had a chance to look

  at the documentation, the letters, take a

  quick look.  It won't take you long.  Okay.

  Good.  Great.

                 (Whereupon, the PROCEEDINGS were

                 adjourned.)

                     *  *  *  *  *

