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Good Morning. My name is Colleen Blacklock. I am the mother of two young children, the owner of a small business and I live with my husband and children in the city of Oneonta. I have come here today to share with you my concern about the rising cost of energy and how that may impact our local government, our local economy and the future of our communities.
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Today I will discuss the following topics 
1) the rising price of oil in the context of: 
-global politics, 
-climate change
- the peaking of world oil production

2) the effects of rising energy prices on economics and local government

3) Energy Preparedness

- assessment of energy use and strategies for mitigation
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We are all starting to feel the strain of rising gas prices now averaging above $3.00 per gallon. Over the weekend, US energy secretary Samuel Bodman said ‘suppliers have lost control of the market’ and it will be ‘two or three years before suppliers are going to be in a position to meet demands.’
 The NYMEX Crude Oil Futures market shows a steady upward trend in the cost of oil from an average of $50 per barrel last year at this time to the current price of over $70 per barrel.
 Fox News and MSNBC reported that yesterday, May 2, oil prices rose to $74 per barrel “amid fear that international pressure on Iran to modify its nuclear program may lead to supply cuts from the key exporter.”
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This graph shows that since Nov. of 2003 there has been a 30% annual growth in oil prices.

Not only does the price of oil and gasoline continue to rise, the oil market is extremely vulnerable to other influences. 

In this country we use 21 million barrels of oil a day and over 10 million barrels are imported with a significant portion from politically unstable regions in the world.
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On June 24, 2005 the National Commission of Energy Policy held a crisis simulation event called “Oil Shock Wave.” A bipartisan panel of experts in the areas of intelligence, the military, and energy convened to analyze the effects of a simulated series of events including unrest in Nigeria, an attack on an Alaskan oil facility, and the emergency evacuation of foreign nationals from Saudi Arabia. The simulation drove the price of oil up to a hypothetical $161 per barrel of oil, gasoline prices to $5.74 a gallon and heating oil prices to $5.14 per gallon. A participant on the panel, former CIA Director Robert Gates said “The real lesson here [is that] it only requires a relatively small amount of oil to be taken out of the system to have huge economic and security implications.”
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On April 11, CNNMoney.com published an article in which successful investor, Bill Browder and his team outlined 6 geopolitical scenarios that could send the price of oil soaring. Some of the scenarios are unrest in Algeria sending the price up to $79 a barrel, an OPEC oil embargo like the one in 1973 causing prices to double to $131 a barrel, and the fall of the House of Saud in Saudi Arabia raising prices to $262 per barrel.
 
Other possible disruptive actions include political disruption in Venezuela, insurgency and sabotage in Nigeria, sabotage of Saudi Arabia export facilities and civil war and sabotage in Iraq.

Ecological factors can also disrupt oil production as we saw last summer with Hurricane Katrina. Now another hurricane season will soon be here and oil production in the Gulf of Mexico which has not yet recovered from last year may soon be affected by another round of hurricanes. Permafrost melting as a result of global warming, may cause pipeline damage. 
Natural gas is also subject to disruption by ecological factors. Extreme winter temperatures caused the interruption in natural gas supply to Europe when Russia kept supplies for themselves last winter. We are starting to import more and more natural gas from other countries and could also be vulnerable. 
Already this year there have been rolling black outs in Texas where temperatures hit record highs. 
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The world uses approximately 87 million barrels of oil per day and it now has only 1 million barrels spare capacity, a drop from 6 million barrels in 2002. As world population grows exponentially and countries like China and India become more industrialized, demand for oil will continue to grow rapidly. We already have a very tight oil market and it looks from here like oil prices will continue to rise.
In addition to factors mentioned above, many experts say we are nearing the peak of world oil production, when approximately half of the world’s oil supply will have been taken from the ground. In February 2005, Robert Hirsch produced a report commissioned by the U.S. Department of Energy entitled “The Peaking of World Oil Production: Impacts, Mitigations, and Risk Management” in which he states “Geologists understand that oil is a finite resource in the earth’s crust, and at some future date, world oil production will reach a maximum – a peak – after which production will decline.”

There is scarcely any debate that oil is a finite resource and the peaking and decline of world oil production are inevitable events. The only uncertainty is the timing of these events. Forecast dates for the peak range from 2006 to 2037.  The peaking of world oil production will present us with an ever widening gap between dwindling supply and increasing demand. Some experts like petroleum geologist Kenneth Deffeyes believe we have already reached the peak. The Hirsch report finds that if mitigation is begun at the time of peak (rather than 10 or 20 years ahead) the world will be left with a significant liquid fuel deficit for 2 decades resulting in severe economic disruptions.
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What will be the repercussions of the rising cost of oil? Of course gasoline and diesel prices will continue to go up and any area that involves trucking or driving will be affected. The manufacture and delivery of goods and the production of food with conventional agriculture will become increasingly costly. The rate of unemployment will probably go up. People who are already feeling the strains of high gas prices will find it ever more difficult to pay their bills, buy food, and get to work if they are employed. This could mean a decrease in tax revenues and an increase in the number of people in need of social services.
Energy preparedness is analogous to disaster preparedness which we have all been thinking about since 9-11 and now Hurricane Katrina.

We need to evaluate how individuals, communities, municipalities, and the county are prepared.
· Are we well positioned for escalating energy prices and supply disruptions?

· Are we committed to using less energy?

· Can we effectively address the structural issues that lock in energy consumption?
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One area in which we are well positioned is the availability of land for local food production. 
Here is Maine farmer, John Howe, with his 10 hp solar tractor.

Local farming will become much more important as food prices rise. Currently our food supply travels an average of 1300 miles from farm to table. Conventional agriculture has enabled the world to grow significantly more food with the use of fertilizers from natural gas and pesticides and herbicides made from petroleum products. With the rising price and dwindling supply of fossil fuels, local sustainable agriculture will once again become our cheapest and most convenient source of food. We are fortunate to live in this area surrounded by farmland.
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I am aware of the financial pressures you already face. On the one side, you have constituents concerned about rising taxes and on the other side, increasing demands on your revenues. This squeeze will only become tighter in light of rising fuel prices. 
· What will be the effect on general fund services?  

· The effect on fee-based services?

· Will some services need to be cut or cut back? 

· Will requisite price increases be affordable for constituents?  

· Should constituents be warned?  
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First we need to look at what county services and operations cost in terms of energy, an “Energy Budget Assessment.” Next we can begin to develop strategies for maintaining services and operations. David Room founder of Energy Preparedness has developed a three part strategy for municipalities that could also be applied at the county level. He describes his plan as follows:

· Assess vulnerabilities and, as appropriate, Mitigate risks to key responsibilities and dependencies 

· Commit to a path that drastically reduces energy consumption through conservation and efficiency 

· Restructure economic relationships, infrastructure, and operations to yield drastic reductions in energy consumption
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I am sure that some of these ideas are by no means new to you, but here are some that I am hoping you will take very seriously. After an assessment of energy usage we must commit to a plan of conservation and transition to energy self-reliance. County operations can reduce energy use now in every way possible. I understand that NYSERDA can provide free energy audits, and I hope that all county departments are making sure that these are being scheduled as part of an urgent program for energy audits of all current and future operations; and that this will be followed up by implementing appropriate conservation strategies.  Such actions will lead to cost savings in the long run. As would assembling and training young people to retrofit homes and commercial buildings for greater efficiency and energy independence. What kind of strategies can be adopted to incorporate alternative solar and wind technologies? I urge you to favor energy efficient buildings and a county wide development plan that preserves our local farmlands. I also urge you to intensify efforts to support local, sustainable agriculture. These are just a handful of ideas. 
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Other communities in the US have developed plans and undertaken projects in response to the looming energy crisis.
In Tompkins County, a citizen’s commission has been formed and they are working on a comprehensive plan to present to their county government. They have broken down their areas of concern to address food security, education, transportation, health care, etc. This may be a good model to consider when addressing some of the planning our county needs to do.  
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The town of Franklin in neighboring Delaware County is the first municipality in the country to have adopted a Peak Oil Commission to plan for energy self-reliance and local food production among other issues.

On April 11, San Francisco, CA became the first city to pass a resolution to study the impact on the city of rising energy prices and fossil fuel depletion. The study will be used to help provide information to begin planning for mitigation. Sebastopol, CA is another city in the planning phase. Other municipalities like Willits, CA and Kinsale, Ireland are restructuring and reconfiguring their cities for energy independence.
Thank you for listening. I will send you a list references used for this talk.

� MSNBC on April 30, 2006, published  Meet the Press with Tim Russert interview of Samuel Bodman, Red Cavaney, Jim Cramer, Dick Durbin, Daniel Yergin.  http://www.msnbc.msn.com/id/12518683/


� NYMEX Crude Oil Futures Market, http://www.nymex.com/index.aspx


� Fox News on foxnews.com, on May 02, 2006, published “Oil Pushes Back Over $74” story from Reuters in London. http://www.foxnews.com/story/0,2933,193964,00.html


� 


� 


� The National Commission on Energy Policy on June 24, 2005 published “Oil Dependence Creates Severe National Security and Economic Risks, Top Officials Find at Crisis Simulation Event” by Paul Bledsoe. http://www.energycommission.org/site/page.php?pressrelease=5


� CNNMoney.com on April 11, 2006 published “Ready for $262 a barrel oil?” by Nelson Schwartz, Fortune senior writer.  http://money.cnn.com/2006/01/27/news/international/pluggedin_fortune/index.htm





