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INTRODUCTION

INVESTING IN SCIENCE AND ENERGY SECURITY

The strength and prosperity of America’s economy is built on the security of our nation and
the reliability of energy sources. Since 2001, the Administration has invested

$158 billion through the Department of Energy (DOE) to help drive America’s economic
growth, provide for our national security, and address the energy challenges that face our
nation. The Department of Energy’s fiscal year (FY) 2008 budget request of $24.3 billion
stays on course to address the growing demand for affordable, clean and reliable energy;
preserve our national security; and enable scientific breakthroughs that will have significant
impacts on our quality of life and the health of the American people. The FY 2008 budget
was developed to meet those goals.

With a total investment of $24.3 billion in FY 2008, the Department will seek to advance the
President’'s American Competitiveness Initiative aimed at ensuring U.S. technological
competitiveness and economic security, and implement the Advanced Energy Initiative
which seeks to accelerate the research, development and deployment of clean energy
technologies to diversify our nation’s energy supply. These efforts, combined with
investments to meet our commitment to protect the United States as stewards of our
nation’s nuclear weapons stockpile and to environmental cleanup, will foster continued
economic growth and promote a sustainable energy future.

This budget, while focused on delivering results to meet the nation’s priorities, also serves
as the roadmap for the future of America’s energy security. It is a budget poised to support
the President’s pro-growth economic policies and spending restraints. In addition, the FY
2008 budget request was shaped to reflect the Department’s five strategic themes
consistent with the President’'s Management Agenda to improve performance and
accountability across the Department of Energy. They are:

Promoting America’s energy security through reliable, clean, and affordable energy;

Strengthening U.S. scientific discovery, economic competitiveness, and improving
quality of life through innovations;

Ensuring America’s nuclear security;

Protecting the environment by providing a responsible resolution to the
environmental legacy of nuclear weapons; and

Enabling the Mission through sound management.

To highlight, the FY 2008 budget for the Department of Energy emphasizes investments that
will:

Advance the American Competitiveness Initiative

Last year President Bush launched the American Competitiveness Initiative -- (ACI) -
- to encourage innovation throughout the economy and to give America’s children a
firm grounding in math and science. The FY 2008 budget investment of $4.4 billion
from the Department, an increase of approximately $300 million from the FY 2007
budget request, increases basic research in the physical sciences, builds the large-
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scale scientific facilities essential for U.S. world leadership, supports thousands of
scientists and students — our current and future scientific and technical workforce —
and encourages entrepreneurship and technology discovery. Scientific and
technological discovery and innovation are the major engines of increasing
productivity—indispensable to ensuring growth, job creation, and rising incomes for
American families in the technologically driven twenty-first century. The investment
is essential if the United States is to maintain its world-class, scientific leadership and
global competitiveness.

Accelerate the Advanced Energy Initiative

At a request of $2.7 billion, $557 million above the FY 2007 budget request of $2.1
billion, the President’'s Advanced Energy Initiative (AEI) will continue to support clean
energy technology breakthroughs that will improve our energy security through
diversification and could help to reduce our dependence on foreign oil. The FY 2008
budget for AEI includes funding for the advancement of renewable energy
technologies such as biomass, wind, and solar energy, as well as hydrogen research
and development. Also, AEI's diverse energy portfolio includes accelerating the
development of clean coal technology, including building a near-zero atmospheric
emissions coal plant known as FutureGen. AEI also includes funding for nuclear
energy technologies, including the Global Nuclear Energy Partnership, and basic
science research that supports developments in many of the aforementioned
technologies as well as fusion energy research.

Expand the Resurgence of Nuclear Energy

Nuclear energy is an important source of energy in the United States and is a key
component of the AEI portfolio. Nuclear energy is clean, safe, and reliable, and
already supplies about 20 percent of the nation’s electricity. Recognizing the
potential of nuclear energy, the President announced in February 2006 the Global
Nuclear Energy Partnership (GNEP). GNEP seeks to bring about significant, wide-
scale use of nuclear energy through the development of better, more efficient and
proliferation-resistant nuclear fuel cycles while reducing the volume of nuclear waste
requiring ultimate disposal. GNEP also helps reduce the threat of nuclear
proliferation around the world. In addition, it helps address the Department’s long-
term nuclear waste disposal challenges. A total of $405 million ($10 million in
Defense Nuclear Nonproliferation) is requested in this budget for GNEP, which is an
increase of $155.0 million above the FY 2007 budget request of $250 million.

We can not forget that expansion of nuclear power is only possible if we continue to
develop a responsible path for disposing of spent nuclear fuel. Therefore, $494.5
million is requested in FY 2008 for the continued development of a geologic waste
repository at Yucca Mountain, Nevada. Not later than June 30, 2008, the
Department intends to complete and submit a License Application to the Nuclear
Regulatory Commission for authorization to construct the repository.

GNEP has important implications for the permanent repository at Yucca Mountain.
The increased efficiency in recycling spent nuclear fuel would ensure that even with
expanded use of nuclear energy, the U.S. would need only one geologic repository.
GNEP is consistent with the Yucca Mountain Project and extends its benefits beyond
the 21st century.
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Transform Our Nuclear Weapons Complex

The FY 2008 budget reconfirms the Department of Energy’s steadfast commitment
to the national security interests of the United States through stewardship of a
reliable and responsive nuclear weapons stockpile and by advancing the goals of
global non-proliferation. Through the National Nuclear Security Administration
(NNSA), the Department directs $6.5 billion in this request for Weapons Activities,
a $103 million increase from the FY 2007 request, to meet the existing requirements
for stewardship of the Nation’s nuclear weapon stockpile, technologies and facilities,
as well as to continue to revitalize the nuclear weapons complex with the goal of a
much smaller size by 2030. This effort, called “Complex 2030,” is structured to
achieve President Bush’s vision to create a more efficient Nuclear Weapons
Complex of the future that is able to respond to changing national and global security
challenges.

Reduce the Risk of Weapons of Mass Destruction Worldwide

The Department has provided $1.7 billion in this request for Defense Nuclear
Nonproliferation, for a comprehensive set of programs to meet our commitment to
detect, prevent, and reverse the proliferation of Weapons of Mass Destruction
(WMD) in close cooperation with our partners around the world. This program is an
Administration priority and while the funding amount shows a 3% decrease, this
reflects accelerated completions in FY 2007. Further, the request provides
significant out-year growth to fulfill our international agreements and accelerate our
work to reduce the risk of WMD threats. Among many advances, the FY 2008
budget for example will further our work in the Megaports program by initiating the
installation of radiation detection equipment at the Port of Hong Kong.

Meet Our Commitments to Public Health and Safety and the Environment
Secretary Bodman, during his first days at the Department of Energy, announced
safety as his top priority and the number one operating principle of the Department.
To implement his vision, the Secretary created a new Office of Health, Safety and
Security. Secretary Bodman said, “As Secretary of Energy, ensuring the safety of
workers across the DOE complex is my top priority and this new office will go a long
way in strengthening our safety and security organization. We must be world class
not only in how we carry out our mission, but in the safe, secure, and
environmentally responsible way in which we manage operations at our facilities
across the country.” The organization’s FY 2008 budget request of $428 million,
builds on a number of actions the Department has taken over the past two years to
increase safety of DOE workers.

The FY 2008 budget includes $5.7 billion for the Environmental Management
program to protect public health and safety by cleaning up hazardous, radioactive
legacy waste left over from the Manhattan Project and the Cold War. Past
investments have resulted in the completed clean up of 81 sites through the end of
FY 2006, including Rocky Flats, Colorado, and a total of 86 sites by the end of FY
2007, including the Fernald site in Ohio, which was completed in January 2007. This
budget allows the program to continue to make progress towards cleaning up and
closing sites and focuses on activities with the greatest risk reduction.
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As the Department continues to make progress in completing clean up, the

FY 2008 budget request of $194 million for Legacy Management supports the
Department’s long-term stewardship responsibilities and payment of pensions and
benefits for our former contractor workers after site closure.

The GNEP strategy complements the Department’s Civilian Radioactive Waste
Management program, which is working to address the problems of long-term
nuclear waste disposal in an environmentally sound manner. The program office is
working to construct a permanent repository for spent nuclear fuel at Yucca
Mountain. Funding of $494.5 million is proposed in FY 2008 to support the
development of a repository that will protect public health and safety in ways that are
both environmentally and economically viable. The funding also supports the
submission, not later than June 30, 2008, of a comprehensive License Application to
the Nuclear Regulatory Commission for authorization to construct the repository.

In light of the increased number of sophisticated cyber attacks directed at all facets
of our communities, from military to civilian to private users, the Department is taking
significant steps to secure the virtual pathways and mitigate the threat from cyber
intrusions. Implementing these steps will be seamless and will not interrupt the
availability of information systems resources while preserving the confidentiality and
integrity of the information and their contents. A budget request of $135 million in FY
2008 supports the Department’s efforts to defend against emerging, complex cyber
attacks. Through these efforts, the Department will be in a better position to
effectively manage and monitor cyber risk across the complex. In FY 2008, DOE will
increase support on a Department-wide basis to deploy new cyber security tools and
cyber security management activities to detect, analyze, and reduce the threat
across the complex.

PROMOTING AMERICA’S ENERGY SECURITY THROUGH RELIABLE, CLEAN, AND
AFFORDABLE ENERGY

The FY 2008 budget request addressing energy and environmental security is an essential
component of the Department’s strategic goals. This priority is reflected in the increase of
$506 million or 20 percent of the Department’s energy programs compared to the FY 2007
budget request. These investments in research, development and deployment could
directly strengthen America’s energy security, environmental quality, and economic vitality
through public-private partnerships that expand the use of cost-effective energy efficient
technologies; enable and accelerate market adoption of clean, reliable and affordable
energy technologies; and support the implementation of the President’s National Energy
Policy. Additionally, the energy programs at DOE are working with the basic research and
scientific community to focus on development of technology components that could enable
and catalyze the rapid development, commercialization and deployment of next generation
energy technologies.

This budget includes President Bush’s Advanced Energy Initiative (AEI) which aims to
reduce our dependence on foreign sources of oil and transforming our national energy
economy by promoting development of cleaner sources of electricity production. For too
long, our nation has been dependent on oil. America's dependence leaves us more
vulnerable to disruptions to domestic production like hurricanes, to hostile regimes, and to
terrorists - who could cause huge disruptions of oil shipments, raise the price of oil, and do
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great harm to our economy. In concert with the President’'s Twenty In Ten initiative to
reduce U.S. gasoline usage by 20 percent in the next ten years, or by 2017, a total of $2.7
billion is requested in FY 2008 to support the AEI. These funds support a diverse portfolio
of energy research and development QR&D) and deployment programs designed to help
meet the energy challenges of the 21% century. Highlights of the request include the
following components of the President’s AEI:

The President’s Biofuels Initiative. The President’s goal to make cellulosic
ethanol cost-competitive by 2012 is the focus of the biomass program. Biomass is
the key renewable resource supported by the Department because it is a promising
renewable option for producing liquid transportation fuels in the near term, thereby
reducing our dependence on imported oil. In FY 2008, the Department is investing
$179 million to support the goals of the initiative.

The President’s Hydrogen Fuel Initiative. This budget request includes $309
million (an increase of $19.5 million above the FY 2007 request) for the President’s
Hydrogen Fuel Initiative and completes the President’s commitment of $1.2 billion
over five years for this initiative. Increased funding is proposed to expand research
in several areas, including: hydrogen production from renewables; materials for
hydrogen storage; fuel cell stack components; and a new R&D effort on cost-
effective manufacturing technologies to help industry build a competitive, domestic
hydrogen and fuel cell supplier capability.

Vehicles Technologies and FreedomCAR. This year’s request emphasizes plug-
in hybrid vehicle component technologies by increasing the requested research
support to $81 million. These technologies offer the potential to make significant
additional improvements in petroleum reduction beyond that achievable with
standard hybrid configurations. By utilizing energy drawn from the nation’s electricity
grid at off-peak times to charge high energy batteries, these technologies will be able
to operate in an electric vehicle mode for expanded distances, potentially meeting
most drivers’ needs for commuting and short distance driving.

The President’s Solar America Initiative (SAI). Launched in FY 2007, SAl is
designed to achieve cost competitiveness for photovoltaic (PV) solar electricity by
2015. With a request of $148 million in FY 2008, SAI seeks to achieve its mission
through public-private partnerships with industry, universities, national laboratories,
states, and/or other government entities.

The FY 2008 budget request also supports renewable energy and energy efficiency R&D
that could help reduce the overall demand for natural gas and lower emissions in the
electricity sector. The FY 2008 request for the Wind Energy program includes

$40 million to continue wind energy research to reduce costs and overcome barriers to
large-scale use of wind power. The FY 2008 budget also includes $19 million to continue
the accelerated development of Solid State Lighting technologies that have the potential to
reduce commercial building lighting electricity consumption by 50 percent and could
revolutionize the energy efficiency, appearance, visual comfort, and quality of lighting.

Our energy portfolio also recognizes the abundance of coal as a domestic energy resource
and remains committed to research and development to promote its clean and efficient use.
Coal in the U.S. accounts for 25 percent of the world’s coal reserves. The foundation of the
Department’s clean coal research program is the FutureGen project, which will establish the
capability and feasibility of co-producing electricity and hydrogen from coal with near-zero
atmospheric emissions. The Administration remains strongly committed to FutureGen and
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is requesting $108 million in FY 2008, consistent with the project plan to keep the project on
schedule for start-up in 2012. An additional $267 million is requested within the Coal
program to support research and development on technologies needed to realize the
concept.

Funding for the Coal program will be partially derived from transferring $166 million in prior
year balances from the Clean Coal Technology appropriation to the Fossil Energy
Research and Development appropriation. These prior year balances are no longer
needed for active Clean Coal Technology projects and will be used to support FutureGen
($108 million) and the Clean Coal Power Initiative ($58 million). Better utilization of these
fund balances to support FutureGen and related technologies will generate real benefits for
America’s energy security and environmental quality. Using fund balances and new
appropriations, in 2008 the Clean Coal Power Initiative will issue a solicitation for
demonstration of technologies focusing on carbon sequestration.

As part of the greenhouse gas mitigation strategy, the Department continues to develop low
cost carbon sequestration technology for both new and existing coal plants. To that end,
the Department includes $79 million in FY 2008 for sequestration research and
development, including initiating work on four large-scale sequestration field tests, each of
which will inject about one million tons per year of carbon dioxide. The carbon sequestration
program, together with FutureGen and other supporting research, will assure the timely
development of this technology that will be capable of virtually eliminating carbon emissions
from all coal fired plants.

Consistent with the FY 2006 and FY 2007 budget requests, the FY 2008 budget request
continues to shift resources away from oil and gas research and development programs,
which have sufficient market incentives for private industry support, to other energy
priorities. The decision reflected strategic consideration by assessing the program’s
technical effectiveness and comparing it to other programs which have achieved more
clearly demonstrated and substantial benefits. Federal staff, paid from the program
direction account, will work toward an orderly termination of the program in FY 2008.

The Energy Policy Act of 2005 established a new mandatory oil and gas research and
development (R&D) program, called the Ultra-Deep and Unconventional Natural Gas and
Other Petroleum Research program, that is funded from federal revenues from oil and gas
leases beginning in FY 2007. These R&D activities are more appropriate for the private-
sector oil and gas industry to perform. Therefore the FY 2008 budget proposes to repeal the
program through a separate legislative proposal.

To further assure against oil supply disruptions that could harm our economy, this budget
also proposes $168 million to begin expanding the Strategic Petroleum Reserve to an
ultimate capacity of 1.5 billion barrels by 2027 as announced by President Bush in his State
of the Union address. Efforts will begin with filling the reserve to its current 727 million barrel
capacity in 2007, and then expand capacity further at existing sites and new sites beginning
in 2008. The Administration will, through a separate legislative proposal, seek the
necessary authority to increase the authorized capacity of the Reserve from one billion
barrels to 1.5 billion barrels.

The Energy Policy Act of 2005 authorized the establishment of a new Loan Guarantee

Program. This budget request includes $8.4 million to operate a Loan Guarantees Office.
This program will establish procedures and regulations and manage the assessment of all
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loan guarantee applications submitted to the Department in compliance with Title XVII of the
Energy Policy Act of 2005, Section 1703 of that Act authorizes the Department to provide
loan guarantees for renewable energy systems, advanced nuclear facilities, coal
gasification, carbon sequestration, energy efficiency, and many other types of projects. The
budget proposes an FY 2008 loan volume limitation of $9 billion. Of this amount, the
Department will seek to guarantee approximately $4 billion in loans for central power
generation facilities (for example, nuclear facilities or carbon sequestration optimized coal
power plants); $4 billion in loans for projects that promote biofuels and clean transportation
fuels; and $1 billion in loans for projects using new technologies for electric transmission
facilities or renewable power generation systems.

Reliable energy information plays a critical role in promoting efficient energy markets and
informing the public and policy makers. This budget requests a total of $105 million for the
Energy Information Administration to improve energy data and analysis programs, reflecting
a 17 percent increase over the FY 2007 budget request.

The Department of Energy’s Power Marketing Administrations (PMAS), consisting of the
Southeastern (SEPA), Southwestern (SWPA), Western Area (WAPA) and Bonneville (BPA)
Power Administrations, play an important role in meeting energy demands and powering our
economy. The electricity generated at federal hydroelectric facilities and marketed and
delivered by the PMASs, represents approximately four percent of the nation’s electricity
supply. In FY 2008, $238 million is requested for SEPA, SWPA, and WAPA to continue
their activities.

The budget includes certain proposals regarding the PMAs. The first proposal provides that
the interest rate for future obligations owed to the Treasury by SEPA, SWPA, and WAPA for
power-related investments be set at the rate at which governmental corporations borrow in
the market, similar to the interest rates current law sets BPA’s borrowing from the Treasury.
This new policy will be applied to all power-related investments occurring after September
30, 2006, whose interest rates are not set by law. PMA obligations owed to Treasury that
were incurred before September 30, 2006, will retain their existing interest rates. This
change is expected to increase total receipts to the U.S. Treasury, beginning in FY 2007, by
approximately $2-3 million annually.

The second proposal would accelerate the recovery of purchase power and wheeling (PPW)
costs which are funded through the Continuing and Emergency Funds of SEPA, SWPA and
WAPA to provide service to customers. These PMAs currently have different policies that
govern how these PPW costs are recovered. For example, some PPW costs are recovered
from ratepayers within one year, while others take up to five years. Beginning in FY 2008,
the PMAs will adopt policies that require future PPW costs funded through the Continuing
Funds for SEPA and SWPA and the Emergency Fund for WAPA to be repaid by ratepayers
within one year from the time the costs are incurred. Implementation of the proposal is
expected to be completed by all PMAs in FY 2009.

BPA, unlike the other three PMAs, is “self-financed” by the ratepayers of the Pacific
Northwest and receives no direct annual appropriations from Congress. Under the Federal
Columbia River Transmission System Act of 1974, BPA funds the expense portion of its
budget and repays the Federal investment and debt owed to the Treasury with revenues
from electric power and transmission rates. The budget re-proposes an initiative calling for
BPA to apply net secondary market revenues in excess of $500 million annually towards the
prepayment of its $2.2 billion outstanding Treasury bonded debt. BPA's total borrowing
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authority from the Treasury is currently limited to $4.45 billion by federal law. This proposal,
combined with other debt management tools, could extend to 2016; the date when BPA's
Treasury borrowing will reach the $4.45 billion cap. The Administration encourages a
continued ongoing dialogue in the Pacific Northwest to address the manner in which this
proposal can be implemented in manner that will improve BPA'’s ability to meet its long-term
capital investment needs with minimal rate impact.

Global Nuclear Energy Partnership (GNEP)

A staple in our energy portfolio, nuclear energy has the potential to drive our 21° century
economy to produce vast quantities of economical hydrogen for transportation use without
emitting greenhouse gases and to generate heat and clean water to support growing

industry and populations worldwide. In FY 2008, a total of $874.6 million is requested for
nuclear energy activities. Included in the total is $395 million for the Advanced Fuel Cycle

Initiative to support the Global Nuclear Energy Partnership (GNEP). GNEP is a
comprehensive strategy to: enable an expansion of nuclear power in the United States and
around the world; promote nuclear nonproliferation goals; and help resolve nuclear waste
disposal issues. An additional $10 million is requested within the nuclear nonproliferation
budget to support safeguards technology development as part of the far-reaching GNEP
strategy.

GNEP will build upon the Administration’s commitment to develop nuclear energy
technology and systems and enhance the work of the United States and our international
partners to strengthen nonproliferation efforts. The GNEP strategy will accelerate efforts to:

Provide abundant energy without generating carbon emissions or greenhouse gases;
Recycle used nuclear fuel to minimize waste and reduce proliferation concerns;

Safely and securely allow developing nations to deploy nuclear power to meet their
energy needs;

Assure maximum energy recovery from still-valuable used nuclear fuel; and

Reduce the number of required U.S. geologic waste repositories to one for the
remainder of this century.

Through GNEP, the United States will work with key international partners to develop new
recycling technologies. Recycled fuel would be processed through advanced burner
reactors to extract more energy, reduce waste and consume plutonium, dramatically
reducing proliferation risks. As part of GNEP, the U.S. and other nations with advanced
nuclear technologies would provide developing nations a reliable supply of nuclear fuel in
exchange for their commitment to forgo enrichment and reprocessing facilities of their own,
also alleviating a traditional proliferation concern.

GNEP would also help resolve America’s nuclear waste disposal challenges. By recycling
spent nuclear fuel, the heat load and volume of waste requiring permanent geologic disposal
would be significantly reduced, delaying the need for another repository in addition to the
one at Yucca Mountain for the remainder of this century.

To support the near-term domestic expansion of nuclear energy, the FY 2008 budget seeks
$114 million for the Nuclear Power 2010 program to support continued cost-shared efforts

with industry to reduce the barriers to the deployment of new nuclear power plants in the
United States.
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The technology focus of the Nuclear Power 2010 program is on Generation Ill+ advanced
light water reactor designs, which offer advancements in safety and economics over older
designs. If successful, this seven-year, $1.1 billion project (50 percent to be cost-shared by
industry) could result in a new nuclear power plant order by 2009 and a new nuclear power
plant constructed by the private sector and in operation by 2014.

The Energy Policy Act of 2005 authorized the Secretary to enter into standby support
contracts for six new advanced nuclear reactors. The program will allow DOE to offer
standby support/risk insurance to protect sponsors of the first new nuclear power plants
against the financial impact of certain delays that are beyond the sponsors' control. This
program would cover 100 percent of the covered cost of delay, up to $500 million for the first
two new reactors, and 50 percent of the covered cost of delay, up to $250 million each, for
up to four additional reactors. This risk insurance offers project sponsors additional certainty
and incentive to provide for the construction of a new nuclear power plant by 2014. In FY
2008, the Department will receive and evaluate applications for standby support contracts
from sponsors of new nuclear power plants.

The FY 2008 budget request includes $36 million to continue to develop next-generation
nuclear energy systems known as “Generation IV (GenlV).” These technologies will offer
the promise of a safe, economical, and proliferation resistant source of clean, reliable,
sustainable nuclear power with the potential to generate hydrogen for use as a fuel.
Resources in FY 2008 for GenlV will be primarily focused on long-term research and
development of a gas-cooled very-high temperature reactor, the reactor technology of
choice for the Next Generation Nuclear Plant (NGNP) project.

STRENGTHENING U.S. SCIENTIFIC DISCOVERY, ECONOMIC COMPETITIVENESS,
AND IMPROVING QUALITY OF LIFE THROUGH INNOVATIONS IN SCIENCE AND
TECHNOLOGY

Today our nation’s ability to sustain a growing economy and a rising standard of living for alll
Americans depends on continued advances in science and technology. Scientific and
technological discovery and innovation are the major engines of increasing productivity and
are indispensable to ensuring economic growth, job creation, and rising incomes for
American families in the technologically driven 21°' century. Today it is especially vital that
nations around the globe—not only the developed nations but also the largest developing
ones—increase their strategic national investments in scientific research with an eye to
global economic competition.

The FY 2008 Office of Science budget request of $4.4 billion or 7 percent above the

FY 2007 request is designed to sustain the planned doubling of Federal support for physical
sciences research over the FY 2006 level by FY 2017 under the American Competitiveness
Initiative launched in FY 2007. Given the large-scale nature of Office of Science facilities
and the thousands of scientists and researchers receiving DOE support for their research
and education, sustained and predictable budgetary trajectories are essential to preserve
America’s vitality in science and avoid an attrition of U.S. scientific talent.

DOE's Office of Science has played a central role over the last 50 years in supporting and
sustaining institutional research in the physical sciences in the United States. Among
Federal agencies, it is the largest supporter of basic research in the physical sciences,
providing over 40 percent of such funding. The Office of Science is the main builder and
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operator of large-scale scientific facilities and instruments that are increasingly important to
physical sciences research and maintains and operates ten major national laboratories that
have been seedbeds of scientific discovery, technological innovation, and economic
progress. Office of Science funding also plays an indispensable role in training, educating,
and sustaining the nation’s scientific workforce. Each year, Office of Science facilities meet
the needs of a diverse set of 20,000 researchers. Thousands of university researchers—
professors, “post-docs”, and undergraduate students—also rely, each year, on Office of
Science support. Roughly half of the researchers at Office of Science-run facilities come
from universities, and about a third of Office of Science research funds go to institutions of
higher learning.

The Office of Science is also the main federal sponsor of basic research aimed at achieving
the scientific breakthroughs necessary to meet our nation’s growing energy challenge by
developing alternative, carbon-free or carbon neutral sources of energy to enhance our
energy security and protect the global environment. Today the Office of Science is
supporting transformational discoveries in essential new fields—biotechnology,
nanotechnology, and high-speed computation—that will revolutionize the 21" century
economy not only in energy, but also across the nation’s industrial base.

The field of biotechnology has revolutionized medicine. Many scientists believe there is a
real promise that it may transform the field of energy production—providing transformational
breakthroughs that will enable the cost-effective, homegrown production of biofuels that can
eventually meet much of our transportation energy demand and substantially reduce net
carbon dioxide emissions. DOE'’s science activities have played a critical role in the biotech
revolution. In 1986, the Department initiated the Human Genome Project. Today the
Genomics: GTL program supports the most advanced biotechnology tools and techniques to
probe for biological and biologically inspired solutions to Department mission challenges in
energy, carbon sequestration, and environmental remediation. The FY 2008 request
includes $75 million for three innovative Bioenergy Research Centers that will bring together
multi-disciplinary teams of some of the nation’s leading researchers in a mission-driven
laboratory setting to probe plants and microbes at all levels (molecular, cellular, system) in
an effort to crack nature’s code and achieve the breakthroughs that will make biofuel
production truly cost-effective on a national scale.

The capacity to create new, stronger, more durable, or more energy efficient materials—
“smart” materials that respond to the environment, improved catalysts for oil refining, better
batteries, more efficient windows, to name only a few applications—becomes almost
limitless as we gain the tools and expertise to manipulate matter at the atomic level. These
scientific advances contribute greatly to improving our way of living. This year, the Office of
Science will continue this work by completing construction of the last Nanoscale Science
Research Center in FY 2008, and the FY 2008 request provides $20 million each for
operations at the Office’s five Nanoscale Science Research facilities. In addition,
construction continues on the Linac Coherent Light Source, the world’s first x-ray free
electron laser, which will enable us to observe chemical reactions at the molecular level in
real time. Project engineering and design funds are also provided for the National
Synchrotron Light Source II, which will provide unique capabilities for probing structural
biology and nanostructures and observing materials under extreme conditions.

Computational modeling and simulation have been described as a third pillar of the scientific

revolution. Computational power gives scientists an extraordinary capability to explore
complex systems and simulate crucial experiments that would be impossible to perform in a
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laboratory. With the FY 2008 budget request, the Office of Science goal is attainment of an
unprecedented petaflop, which is a million billion operations per second, of computational
capability to sustain the Department’s position as world leader in civilian computing power.
The Advanced Scientific Computing Research request increases by $21.5 million over the
FY 2007 request.

Progress in energy-related and use-inspired basic science builds on the foundation of
discovery in more fundamental science. Modern light source technologies, so crucial to
biotechnology and nanotechnology, for example, are an outgrowth of accelerator science
originally developed for particle accelerators in nuclear and high energy physics. These
investigations into the very nature and origins of our universe expand the horizons of our
knowledge, providing insight into who we are and where we come from. Within the $4.4
billion request for Science, $146.5 million is provided for operations of the Relativistic Heavy
lon Collider (RHIC), which enables us to glimpse conditions of the very early universe, and
$79.2 million is for the Continuous Electron Beam Accelerator Facility (CEBAF), which
provides insight into the quark structure of matter.

Within high energy or particle physics, scientists stand on the threshold of discovery, as
accelerators increase in energy and permit research of matter beyond the Standard Model
that has reigned for the last half-century. The research promises to radically transform our
understanding of the structure of matter, space, and time. Within the Office of Science
budget request, $158 million is provided for operations of the Tevatron at Fermilab for
collider and neutrino physics programs. In addition, the request provides $62 million to
support the research of U.S. scientists at the Large Hadron Collider in CERN, which will be
the world’s most powerful accelerator. R&D support is maintained for the International
Linear Collider, to maintain a U.S. leadership role in the development of this next-generation
accelerator, which promises to further illuminate the nature of matter at terascale energies.

Finally, on November 21, 2006, the U.S. Department of Energy signed an agreement with
China, the European Union, India, Japan, the Republic of Korea and the Russian Federation
to build the international fusion energy project known as ITER. Under this arrangement of
international scientific cooperation, these nations will collaborate to construct an
experimental reactor that will put the world on a path toward harnessing fusion energy—the
fuel that powers the stars—for the production of plentiful, environmentally friendly, carbon-
free energy. The request provides $160 million for the U.S. contribution to this international
effort.

ENSURING AMERICA’S NUCLEAR SECURITY

The President, in his first days in office, was faced with the new and challenging realities of
national security in the 21° century. The War on Terror has substantially and fundamentally
reshaped the national security programs and activities in the Department. This budget of
$24.3 billion for the Department is an important component of the President’s strategy to
address some of these very important issues facing our nation. Within the $24.3 billion
request in FY 2008, $9.4 billion or 39 percent is proposed to support DOE’s contribution to
the Federal government-wide effort to ensure the security of our nation.

The National Nuclear Security Administration (NNSA) continues significant efforts to meet

Administration and Secretarial priorities leveraging science to promote national security.
The FY 2008 budget proposes $9.4 billion to meet defense- and homeland security-related
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objectives. The budget request maintains current commitments to the nuclear deterrence
policies of the Administration’s Nuclear Posture Review. To implement those policies for the
long term, NNSA has established a new planning scenario, “Complex 2030”, to guide the
transformation of the complex. The FY 2008 budget also continues to fund a high profile
strategy to mitigate throughout the world the threat of weapons of mass destruction, and
provides for the nuclear propulsion needs of the U.S. Navy. Key investments include:

Transforming the nuclear weapons stockpile and infrastructure while meeting

Department of Defense requirements, through the Reliable Replacement Warhead
and other Complex 2030 initiatives;

Conducting innovative programs in the nations of the former Soviet Union and other
countries to address nonproliferation priorities;

Supporting naval nuclear propulsion requirements of the U.S. Navy;

Maintaining comprehensive security for facilities, employees and information
implementing and sustaining upgrades throughout the complex;

Providing nuclear emergency response assets in support of homeland security;

Reducing the deferred maintenance backlog and achieving facility footprint reduction
goals; and,

Providing corporate management and oversight for NNSA programs and operations.

The United States continues a fundamental shift in national security strategy to address the
realities of the 21° century. The Administration’s Nuclear Posture Review (NPR) addressed
a national security environment in which threats may evolve more quickly and be less
predictable and more variable than in the past. The NPR recognizes the need to transition
from a threat-based nuclear deterrent with large numbers of deployed and reserve weapons,
to a deterrent consisting of a smaller nuclear weapons stockpile with greater reliance on the
capability and responsiveness of the Department of

Defense (DoD) and NNSA infrastructure to respond to threats. The NNSA infrastructure
must be able to meet new requirements in a timely and agile manner while also becoming
more sustainable and affordable. The Department of Energy has created a plan for a
revitalized nuclear weapons complex called “Complex 2030.” This significantly more agile
and responsive complex will allow further reductions in the nuclear stockpile by providing an
industrial hedge against geopolitical or technical problems and will reduce security costs by
consolidating nuclear materials. The FY 2008 President’s Budget contains some of the
resources required for transformation of the Complex in ongoing base program activities that
are already underway and contributing to Complex 2030 objectives. The Administration is
still studying plans and funding projections for other parts of the effort.

The FY 2008 budget request of $6.5 billion for Weapons Activities includes all programs to
meet the immediate needs of the stockpile, stockpile surveillance, annual assessment, and
life extension programs. On November 30, 2006, the Nuclear Weapons Council approved
the Reliable Replacement Warhead (RRW) program as the long-term strategy for
maintaining a safe, secure and credible nuclear deterrent. This shift in strategy from a Life
Extension Program to a RRW program will require substantial planning and resource
realignments by the Departments of Defense (DoD) and Energy. The Campaigns are
focused on long-term vitality in science and engineering and on R&D supporting current and
future stockpile stewardship and DoD requirements. A number of these NNSA programs and
facilities also support scientific research users from other elements of the Department,
Federal government, and the academic and industrial communities. Within the Nuclear
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Weapon Incident Response programs, a new National Technical Nuclear Forensics R&D
and operations program is established, as well as a stabilization program through leveraged
Render Safe R&D development of first generation equipment in support of homeland
security. NNSA'’s Safeguards and Security activities are also encompassed within the
request for Weapons Activities. The Defense Nuclear Security program supports the
physical security needs at NNSA sites. These activities increase by 17 percent to sustain
base program increases associated with the FY 2003 DBT upgrades, and a revised
schedule for 2005 Design Basis Threat implementation at NNSA sites. Cyber Security
activities, protecting information and information technology infrastructure, increase by over
15 percent. This will provide for the first step in a major five-year effort focused on
revitalization, certification, accreditation and training across the NNSA complex.

Preventing weapons of mass destruction from falling into the hands of terrorists is one of
this Administration’s top national security priorities. The FY 2008 request of

$1.67 billion for nuclear nonproliferation activities strongly supports the international
programs that are denying terrorists the nuclear materials, technology and expertise needed
to develop or otherwise acquire nuclear weapons. NNSA continues unprecedented efforts
to protect the U.S. and our allies from threats, including $265 million for cutting-edge
nonproliferation research and development for improved technologies to detect and
monitor nuclear proliferation and nuclear explosions worldwide. There are additional major
efforts focused on potential threats abroad. For example, in the area of nuclear material
protection and cooperation the program has completed security upgrades for Russian
navy nuclear fuel and weapons storage at the end of FY 2006 and will complete security
upgrades for Rosatom facilities by the end of FY 2008. Also by the end of FY 2008, the
program will complete security upgrades at the nuclear warhead sites of the Russian
Strategic Rocket Forces and the 12" Main Directorate. To help complete the shutdown of
three Russian nuclear reactors still producing 1.2 metric tons of plutonium per year and to
replace them with conventional fossil fuel power plants, this budget request includes $182
million for the Elimination of Weapons Grade Plutonium Production program.

The budget includes a request of $334 million for the U.S. Mixed Oxide Fuel Fabrication
Plant project at DOE’s Savannah River Site in South Carolina. This facility will dispose of 34
metric tons of U.S. surplus plutonium and facilitate complex-wide consolidation of nuclear
material. The project is awaiting authorization to proceed to construction. Various programs
funded by NNSA'’s Defense Nuclear Nonproliferation appropriation support the Bratislava
Agreement (about $293 million) including security upgrades at Russian nuclear warhead
sites, and also support the Global Partnership against the Spread of Weapons of Mass
Destruction ($537 million) to meet the U.S. commitment to the G8 nations. In coordination
with the Office of Nuclear Energy, the budget request also includes $10 million to support
the Global Nuclear Energy Partnership (GNEP), which is focused on safeguards technology
development that is crucial to the ultimate success of the GNEP initiative.

NNSA continues to support the United States Navy’s nuclear propulsion systems. The FY
2008 request of $808.2 million is an increase of 1.6 percent over the FY 2007 request level.
The funding increase assists the Naval Reactors program to ensure the safe and reliable
operation of reactor plants in nuclear-powered submarines and aircraft carriers and fulfills
the Navy’s requirements for new nuclear propulsion plants that meet current and future
national defense requirements.
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PROTECTING THE ENVIRONMENT BY PROVIDING A RESPONSIBLE RESOLUTION
TO THE ENVIRONMENTAL LEGACY OF NUCLEAR WEAPONS PRODUCTION

The federal government must address the legacy of our past and our responsibility to the
American taxpayers to provide a clean, safe and healthy environment to live in. A total of
$6.34 billion is dedicated in FY 2008 to support the three key pillars that set the framework
for the Department to reach that goal. The first pillar is to continue our environmental
cleanup ($5.7 billion) of contaminated Cold War sites across the country. The second pillar
is to continue to provide site post-closure management and to carry out our
responsibilities ($194 million) to our former contractor workers. The third pillar completes
the framework by working to construct a permanent nuclear waste repository at Yucca
Mountain ($494.5 million) to address long-term nuclear waste disposal and for authorization
of which the Department will submit a License Application to the Nuclear Regulatory
Commission not later than June 30, 2008. And it goes without saying that Secretary
Bodman'’s core principle of safe operations throughout the Department will be applied with
vigor within this framework.

To deliver on the Department’s cleanup obligations stemming from 50 years of nuclear
research and weapons production during the Cold War, the Environmental Management
program (EM) continues to focus its resources on the highest health and safety risks, such
as treatment of over 90 million gallons of radioactive liquid waste stored in decades old
tanks; disposition of thousands of metric tons of special nuclear material (surplus weapons-
grade uranium and plutonium), spent nuclear fuel, and solid waste stored in older facilities
that do not meet today’s environmental requirements; and remediation of contaminated soil
and groundwater. Up through FY 2007, DOE has completed cleanup of 86 of 108 legacy
nuclear waste sites, with another three site cleanup completions — the Pantex Plant in
Texas; Lawrence Livermore National Laboratory - Site 300 in California, and the Inhalation
Toxicology Lab in New Mexico — planned for completion in FY 2008.

In FY 2008, the budget includes $5.7 billion to continue cleanup, giving priority to those
activities that offer the greatest risk reduction while staying focused on completing cleanup
and closing sites. This is a reduction from the FY 2007 request of $173 million, which in part
reflects completion of some sites, but also reflects hard choices that must be made. Safety
remains the utmost priority. EM is committed to applying Secretary Bodman's safety
principles and will continue to maintain and demand the highest safety performance to
protect the workers and the communities where EM operates.

In keeping with the principles of reducing risks and environmental liabilities, the
FY 2008 request of $5.7 billion will support the following priority activities:

Stabilizing radioactive tank waste in preparation for treatment (about 31 percent of
the FY 2008 request);

Storing and safeguarding nuclear materials and spent nuclear fuel (about 17 percent
of the FY 2008 request);

Dispositioning transuranic, low-level and other solid wastes (about 16 percent of the
FY 2008 request);

Remediating major areas of our sites and decontamination and decommissioning
excess facilities (about 26 percent of the FY 2008 request).
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One of the significant cleanup challenges the EM program faces is the construction of the
Hanford Waste Treatment and Immobilization Plant (WTP), which will treat highly radioactive
tank waste at Hanford. WTP has encountered significant technical and project management
problems, which have caused the project to slow down while the problems were addressed.
With the help of senior professionals from private industry, academia and other Government
agencies, EM has undertaken an intensive review scrutinizing key elements of the project,
including the technology, cost and schedule, project management, project controls, and
earthquake seismic criteria. In December 2006, the Department approved a revised,
validated baseline of $12.3 billion for WTP. The Department believes WTP is now back on
a sound technical and project management footing, and is ready to move forward.

Despite numerous accomplishments and successfully accomplishing site completions, the
EM program has experienced setbacks in achieving its vision of accelerated cleanup. At the
core of these setbacks are optimistic planning assumptions that have not materialized,
combined with new scope and requirements that were not anticipated. As a result, EM
estimates the lifecycle cost of the program could increase by $50 billion. EM continues to
take steps to address challenges and improve the effectiveness and efficiency of its
operation. The Department remains committed to completing this important and necessary
mission.

After the Environmental Management program completes cleanup of sites throughout the
DOE complex, post closure stewardship activities are transferred to the Office of Legacy
Management (LM). Post closure stewardship includes long-term surveillance and
maintenance activities such as groundwater monitoring, disposal cell maintenance, records
management, and management of natural resources at sites where active remediation has
been completed. At some sites the program includes management and administration of
pension and benefit continuity for contractor retirees. In FY 2008, $194.2 million is
requested to carry out legacy management functions. The majority of the funding is for
long-term stewardship activities and pension and post-retirement benefits for former
contractor employees at the Rocky Flats, Colorado, and the Fernald, Ohio, closure sites.

Over the last 50 years, our country has benefited greatly from nuclear energy and the power
of the atom. We need to ensure a strong and diversified energy mix to fuel our nation’s
economy, and nuclear power is an important component of that mix. Currently more than
50,000 metric tons of spent nuclear fuel is located at over 100 above-ground sites in 39
states, and every year reactors in the United States produce an additional approximately
2,000 metric tons of spent fuel. In order to ensure the future viability of our nuclear
generating capacity, we need a safe, permanent, geologic repository for spent nuclear fuel
and high-level nuclear waste at Yucca Mountain. The FY 2008 budget of $494.5 million
sets us on the path to meet that goal. The funding will support the development of a
repository including:

Filing and defending a high quality License Application at the Nuclear Regulatory
Commission (NRC) based on a simpler and safer approach to handling spent
nuclear fuel and operating the repository not later than June 30, 2008;

Continuing the planning and design for facilities required for the receipt of spent
nuclear fuel and high-level waste for emplacement in the repository;

Making critical infrastructure upgrades at Yucca Mountain to ensure worker,
regulator, and visitor safety and operational efficiency; and
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Continuing critical interactions needed to support national transportation planning
activities and issuance of the Nevada Rail Alignment Environmental Impact
Statement.

Designing, licensing and constructing a permanent geologic repository for spent nuclear fuel
and high level waste will resolve the challenge of safe disposal of these materials and make
construction of new nuclear power plants through the President’'s Global Nuclear Energy
Partnership (GNEP) more feasible, helping to expand our energy options and secure our
economic future. In addition, a repository is necessary to support nuclear nonproliferation
goals, contributing to national security objectives.

In late 2006, the Department announced its plans to submit a License Application for the
repository to the NRC by June 30, 2008, and to initiate repository operations in 2017. This
opening date of 2017 is a “best-achievable schedule” and is predicated upon enactment of
pending legislation. This proposed legislation addresses many of the uncertainties,
currently beyond the control of the Department, that have the potential to significantly delay
the opening date for the repository. The legislative proposal that the Administration
submitted to Congress in 2006 and will resubmit in this Congress addresses significant
funding reform and regulatory issues that, if enacted, would allow the Department to secure
the necessary fiscal resources needed for program success and clears the path for the
program to move forward expeditiously.

ENABLING THE MISSION THROUGH SOUND MANAGEMENT

The Department of Energy is committed to continuing the transformation of its management
culture and increasing its focus on results. The Department has redoubled its efforts to
improve in key functional areas and is using its new strategic plan as the roadmap to instill
management excellence to achieve the Department’s strategic themes. To meet the
challenge of the President’'s Management Agenda to become more efficient, effective,
results-oriented, and accountable for performance, the Department will continue its focus on
strengthening management discipline, especially in the areas of human capital, financial
management, e-government, budget and performance integration, competitive sourcing, and

real property.

People are the Department’s most important resource. The Department’s human capital
management efforts are focused on an integrated approach that ensures human capital
programs and policies are linked to the Department’s missions, strategies, and strategic
goals, while providing for continuous improvement in efficiency and effectiveness. The
Department has revised its human capital management strategic plan to address future
organizational needs, workforce size, skill gaps, performance management systems and
diversity. In FY 2008, the Department will implement key components of this strategic plan,
especially critical efforts to ensure the Department’s workforce has the necessary skills to
carry out its critical mission. To accomplish this goal, the Department will continue to
implement strategies to attract, motivate and retain a highly skilled and diverse workforce to
meet the future needs of the nation in such vital areas as scientific discovery and innovation.

To continually improve the Department’s stewardship of taxpayer dollars, one of the top
priorities for DOE is strengthening its financial performance. Throughout FY 2006, the
Department made progress toward its goal of securing an unqualified audit opinion of its
financial statements by implementing an aggressive plan to mitigate and remediate a
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number of financial management challenges that were identified by the Department and its
independent auditors. Most notably, a new automated cost accrual system was deployed
improving the accuracy, consistency, and reliability of the accounting records.

The Department will continue its effort to build and improve its integrated business
management system — -MANAGE. In FY 2008, the Department will deploy the Strategic
Integrated Procurement Enterprise System (STRIPES), which will provide a modernized
procurement environment, replacing the Department’s large number of disparate
procurement systems. In addition, in FY 2008, development will continue on the F
MANAGE budget execution and formulation modules for future deployment.

To improve financial performance in project management, the Department enhanced the
use of Earned Value Management (EVM) techniques that objectively track physical
accomplishment of work and provide early warning of performance problems. The
Department instituted a certification process for its contractors’ EVM systems to improve the
definition of project scope, communicate objective progress to stakeholders and keep
project teams focused on achieving progress. To date, 43 of the Department’s 103 capital
asset projects have certified EVM systems. In FY 2008, the Department will continue
toward our goal of ensuring all projects have certified systems. With the continued
application of EVM, project management at the Department can be further enhanced,
making projects far more likely to stay within planned cost and schedule.

The Department has strengthened information technology management by reenergizing its
efforts to oversee project performance and remediate poorly performing projects. A
comprehensive IT project manager’s certification program has been instituted to further
ensure vigorous project management. By establishing an Enterprise Architecture that aligns
to the Federal Enterprise Architecture, DOE has ensured that all Department IT investments
follow a comprehensive Modernization Roadmap.

The Department continues to take significant actions to improve its cyber security posture by
implementing its Cyber Security Revitalization Plan. The Department is addressing long-
standing, systemic weaknesses in protecting DOE’s information and information systems.
Specifically, the Department seeks to ensure that 100 percent of operational information
technology systems are certified and accredited as secure and that the Department’s
Inspector General has rated the certification and accreditation process as “satisfactory.”

The Department will also take steps needed to ensure that electronic classified and
personally identifiable information are secure.

To ensure its sustained focus on results, the Department will continue to use the Program
Assessment Rating Tool (PART) to measure performance and ensure programs are
producing results that matter to the American people. The Department is using PART as a
key input to make better informed programmatic, policy, budget, and management
decisions. The Department is also developing an executive management performance
reporting tool to provide senior managers with just-in-time key performance data to monitor
progress on critical initiatives, and is fine-tuning the metrics used to make decisions.

The Department will continue to ensure that competitive sourcing has been carefully and
consistently considered as a management tool for enhancing performance and reducing
costs. As of FY 2006, the Department completed nine competitive sourcing studies and has
two others underway. The completed studies encompass over 1,300 federal and 1,000

Page 17



contractor positions with $537.6 million in expected savings over five years. During fiscal
years 2007 and 2008, DOE anticipates studying an additional 100 to 300 positions.

To manage the Department’s large real property portfolio requires reliable data. The
Department has improved its Facility Information Management System and satisfied the
Federal Real Property Council’s goal of 100% reporting of all data elements. Further, the
Department implemented a statistical validation program to ensure the integrity of real
property data and better support real property decision-making. To make continuous
improvements, the Department will invest in its infrastructure to reduce overall facility square
footage, improve energy efficiency and sustainability, and implement an active asset
management plan to align resource needs with key Departmental goals.

A more detailed summary description of the Department of Energy’s FY 2008 budget
request follows.
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Department of Energy

Budget by Organization
(discretionary dollars in thousands)

FY 2006 FY 200.7 FY 2098 FY 2008 vs. FY 2007
Current Congressional | Congressional
Approp. Request Request $ | %
Discretionary Summary By Organization
National Security
WEAPONS. ...eiiieeiiiiiiiee ettt e e e e e s 6,355,297 6,407,889 6,511,312 +103,423 +1.6%
Defense Nuclear Nonproliferation.............ccccceeevvcvviveeennnns 1,619,179 1,726,213 1,672,646  -53,567 -3.1%
Naval Reactors...........cceeeeeiiiiieeeeeeeeeeeee 781,605 795,133 808,219 +13,086 +1.6%
Office of the AdMINIStrator..........ooovvvivviiiiee s 354,223 386,576 394,656 +8,080 +2.1%
Total, National Nuclear Security Administration.................. 9,110,304 9,315,811 9,386,833 +71,022 +0.8%
Energy and Environment
Energy
Energy Efficiency and Renewable Energy.................... 1,162,747 1,176,421 1,236,199 +59,778 +5.1%
Electricity Delivery & Energy Reliability.............cccoee..... 158,178 124,928 114,937 -9,991 -8.0%
FOSSIl ENEIQY.....cvviiiiee e 829,814 648,876 863,036 +214,160 +33.0%
NUCIEAr ENEIGY.....vvviieeeiiiiiiiie e e et e e e e eieeaeee s 550,226 632,698 874,649 +241,951 +38.2%
Total, ENEIgY....cooei it 2,700,965 2,582,923 3,088,821 +505,898 +19.6%
Environment
Environmental Management...........ccccvvveeeecvieeee e, 6,589,532 5,828,038 5,655,351 -172,687 -3.0%
Civilian Radioactive Waste Management...................... 495,000 544,500 494,500 -50,000 -9.2%
Office of Legacy Management...........ccceecvveveeeecvneneeanns 77,812 200,990 194,167 -6,823 -3.4%
Total, ENVIroNMENt........covvviiiiiiiiiieececceeeeeeeeeeeeeeee, 7,162,344 6,573,528 6,344,018 -229,510 -3.5%
Total, Energy and Environment...........ccccccvvveeeeiivieee e e, 9,863,309 9,156,451 9,432,839 +276,388 +3.0%
Science
ST [=] g Lo TP PPPPPPPP 3,632,044 4,101,710 4,397,876 +296,166 +7.2%
Corporate Management
Office of the Secretary.......cccccceeeveciiieee e 5,399 5,539 5,787 +248 +4.5%
Competitive SOUICING........ccuvveeieeiiiiieee e 2,464 2,982 1,770 -1,212 -40.6%
Cost of Work and REVENUES............cceveeeiiieeiiiiiiiiieeeeeeees -50,717 -69,318 -69,827 -509 -0.7%
Chief Information OffiCer.........cccccccii, 86,302 108,822 111,107 +2,285 +2.1%
Chief Financial Officer 37,522 36,790 40,260 +3,470 +9.4%
Innovative Technology Loan Guarantee Program e e 8,390 +8,390 N/A
Management... ... 53,973 55,237 63,939 +8,702 +15.8%
HUumMan RESOUICES..........uuuviiiiiiiiiiiiiiiieiiiieieeeeeeeeee e e 17,384 22,029 28,161 +6,132 +27.8%
Board of Contract Appeals..........cccceevvviveeeeeiiiiiiiee e, 648 147 —_— -147 -100.0%
Hearings and APpeals..........c..evveiiiiieeee i 4,310 4,422 4,607 +185 +4.2%
Congressional and Intergovernmental Affairs.................. 4,795 4,866 4,762 -104 -2.1%
Public Affairs.........ccuvvviiviiiiiiiiiiiiiiiiiiiiiseveveeeeees 4,475 4,419 3,860 -559 -12.6%
General Counsel..........c.vveeeeeenn. 23,069 24,725 30,076 +5,351 +21.6%
Policy and International Affairs... 15,844 19,876 21,170 +1,294 +6.5%
Economic Impact and DiVersity........cccccccvvvvvieeesiicivireeeanns 6,136 5,969 6,483 +514 +8.6%
INSPECLOr GENEIAl....cciiiiiiiiiiiee i 41,580 45,507 47,732 +2,225 +4.9%
Security and Safety Performance Assurance................... 304,024 298,497 —— -298,497 -100.0%
Environment, Safety and Health..............cccccovvieninniins 103,979 109,935 — -109,935 -100.0%
Health, Safety and Security...........cccceeeeciieee e _ _ 428,358 +428,358 N/A
Energy Information Administration.............ccccccevvvvieeernnnns 85,314 89,769 105,095 +15,326 +17.1%
Power Marketing Administrations 269,725 228,975 217,435 -11,540 -5.0%
Total, Corporate Management................ 1,016,226 999,188 1,059,165 +59,977 +6.0%
Cerro Grande Fire ACtiVitieS...........ccooeeiiiiiiiiie, 742 o o o
Federal Energy Regulatory Commission............cc.cccuveeevnnne -50,015 -19,221 -17,462 +1,759 +9.2%
Total, Discretionary FUNAING......ccoovviiiiiieeniiiiiieeeiiieeeee 23,572,610 23,553,939 24,259,251 +705,312 +3.0%
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Department of Energy
Budget by Appropriation
(discretionary dollars in thousands)

FY 2006 Fy 2007 FY2008 | kv 2008 vs. FY 2007
Current Congressional | Congressional
Approp. Request Request $ | %
Discretionary Summary By Appropriation
Energy And Water Development, And Related Agencies
Appropriation Summary:
Energy Programs
Energy supply and Conservation............cc.cccevvveerieenieennns 1,812,397 1,923,361 2,187,943 +264,582 +13.8%
Fossil energy programs
Clean coal technology.........cccocveeeiiiiiiiiiiiieeiee e -20,000 —_ -58,000 -58,000 N/A
Fossil energy research and development..................... 580,669 469,686 566,801  +97,115 +20.7%
Naval petroleum and oil shale reserves........................ 21,285 18,810 17,301 -1,509 -8.0%
Elk Hills school lands fund...........ccccoocviviieniiniienie 83,520 e e e
Strategic petroleum reServe.........cocceeveeeeiiciieee i, 207,340 155,430 331,609 +176,179 +113.3%
Northeast home heating oil reserve. e 4,950 5,325 +375 +7.6%
Strategic petroleum account............ccocvveiiiiieieiiiieeeens -43,000 — — —
Total, Fossil energy programs...........cccevevveenveeenerenerenenens 829,814 648,876 863,036 +214,160 +33.0%
Uranium enrichment D&D fund............ccccovviiiiiniiinnenns 556,606 579,368 573,509 -5,859 -1.0%
Energy information administration 85,314 89,769 105,095 +15,326 +17.1%
Non-Defense environmental cleanup..........c..cccccceeeennnnee. 349,687 310,358 180,937 -129,421 -41.7%
Uranium Sales and Remediation............ccccccevvveevieennnnnn. e e e e
SCIBNCE....eiieiieieiiriee e 3,632,044 4,101,710 4,397,876 +296,166 +7.2%
Nuclear waste disposal.......... 148,500 156,420 202,454  +46,034 +29.4%
Departmental administration.. 120,595 128,825 148,548  +19,723 +15.3%
INSpector general..........cccoovvviieiienieese e 41,580 45,507 47,732 +2,225 +4.9%
Innovative Technology Loan Guarantee Program........... — — 8,390 +8,390 N/A
Total, Energy Programs.........cccocceveevieeiiieesieeeseeeseee e 7,576,537 7,984,194 8,715,520 +731,326 +9.2%
Atomic Energy Defense Activities
National nuclear security administration:
Weapons activities..........cccocceeeennnee. 6,355,297 6,407,889 6,511,312 +103,423 +1.6%
Defense nuclear nonproliferation 1,619,179 1,726,213 1,672,646 -53,567 -3.1%
NaVal FEACLOIS........eeviriieiieieeie sttt 781,605 795,133 808,219  +13,086 +1.6%
Office of the administrator...........cccccveveeiieenieecnie e, 354,223 386,576 394,656 +8,080 +2.1%
Total, National nuclear security administration................ 9,110,304 9,315,811 9,386,833 +71,022 +0.8%
Environmental and other defense activities:
Defense environmental cleanup...........cccoccoceeiiiiiiieenns 6,129,729 5,390,312 5,363,905 -26,407 -0.5%
Other defense activities...........ccvvereeerieenieeenie e 635,578 717,788 763,974  +46,186 +6.4%
Defense nuclear waste disposal...........cccccccueeeee. 346,500 388,080 292,046 -96,034 -24.7%
Total, Environmental & other defense activities............... 7,111,807 6,496,180 6,419,925 -76,255 -1.2%
Cerro grande fire activitieS...........cooiiiiiiieie e 742 — — —
Total, Atomic Energy Defense Activities..........c.ccocvvevueenne 16,222,853 15,811,991 15,806,758 -5,233 -0.0%
Power marketing administrations:
Southeastern power administration..........c..ccceveevereeenenen. 5,544 5,723 6,463 +740 +12.9%
Southwestern power administration.............ccccocceeeenineen. 29,864 31,539 30,442 -1,097 -3.5%
Western area power administration 231,652 212,213 201,030 -11,183 -5.3%
Falcon & Amistad operating & maintenance fund........... 2,665 2,500 2,500 —_ —_
Colorado River Basins..........cccceevveeviiieniiesiie e — -23,000 -23,000 —
Total, Power marketing administrations.............cccocccceeeennee 269,725 228,975 217,435 -11,540 -5.0%
Federal energy regulatory commission...........ccccceevviveeeennee _— _— _— _— e
Subtotal, Energy And Water Development and Related
AGEINCIES. ...ttt sttt 24,069,115 24,025,160 24,739,713 +714,553 +3.0%
Uranium enrichment D&D fund discretionary payments..... -446,490 -452,000 -463,000 -11,000 -2.4%
Excess fees and recoveries, FERC.........c.ccccccvevieeiiennnnnen. -50,015 -19,221 -17,462 +1,759 +9.2%
Total, Discretionary Funding 23,572,610 23,553,939 24,259,251 +705,312 +3.0%
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SECTION 1. ENERGY SECURITY

(discretionary dollars in thousands)

FY 2006 FY 200.7 FY 200_8 FY 2008 vs. FY 2007
Current Congressional| Congressional
Approp. Request | Request $ [ %
Energy Security
Energy Efficiency and Renewable Energy..........ccccoovviininienieniniienns 1,162,747 1,176,421 1,236,199 +59,778 +5.1%
Electricity Delivery & Energy Reliability. . 158,178 124,928 114,937 -9,991 -8.0%
Fossil Energy Research And Development..........c.cccocveveecieiienieieinenns 580,669 469,686 566,801 +97,115 +20.7%
NUCIEAI ENEIGY....cuviiiiiieiieriiesit ettt ettt 550,226 632,698 874,649 +241,951 +43.2%
Energy Information Administration.. 85,314 89,769 105,095 +15,326 +17.1%
Power Marketing Administrations....................... . 269,725 228,975 217,435 -11,540 -5.0%
Innovative Technology Loan Guarantee Program. . — — 8.390 +8,390 N/A
Total, ENErgy SECUNTY....ccciiiiiiiieitiie et 2,806,859 2,722,477 3,123,506 +401,029 +73.0%

Energy Security Strategic Theme: Promoting America's energy security through reliable,
clean, and affordable energy

Goal 1.1 Energy Diversity — Increase our energy options and reduce dependence on ail,
thereby reducing vulnerability to disruption and increasing the flexibility of the market to meet
U.S. needs

Goal 1.2 Environmental Impacts of Energy — Improve the quality of the environment by
reducing greenhouse gas emissions and environmental impacts to land, water, and air from
energy production and use

Goal 1.3 Energy Infrastructure — Create a more flexible, more reliable, and higher capacity
U.S. energy infrastructure

Goal 1.4 Energy Productivity — Cost-effectively improve the energy efficiency of the U.S.
economy
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Section 1. Energy Security
Energy Efficiency and Renewable Energy

FY 2006 FY 2007 FY 2008 | kv 2008 vs. FY 2007

Current Congressional| Congressional

Approp. Request Request $ I %

Energy Efficiency and Renewable Energy
Hydrogen teChNolOgY.........ccveieiiiiiiiiiie e 153,451 195,801 213,000 +17,199 +8.8%
Biomass and biorefinery systems R&D..... 89,776 149,687 179,263 +29,576 +19.8%
Solar eNergy......cccceeeeerieiieeiieeeneennenn 81,791 148,372 148,304 -68 -0.0%
wind energy.........ccccue.. 38,333 43,819 40,069 -3,750 -8.6%
Geothermal technology.. 22,762 —_— e e
HYATOPOWET ...ttt 495 —_— —_— —_—
Vehicle teChNOIOGIES. .........oiviiiiiii i 178,351 166,024 176,138 +10,114 +6.1%
Building teChNOIOGIES. .....c.viieiiiiriieiiesieeeee e 68,190 77,329 86,456 +9,127 +11.8%
Industrial teChNOIOGIES. .........ccviriiiiiiicei e 55,856 45,563 45,998 +435 +1.0%
Federal energy management program...... 18,974 16,906 16,791 -115 -0.7%
Facilities and infrastructure.............cccocvrviinennn. 26,052 5,935 6,982 +1,047 +17.6%
Weatherization and intergovernmental activities.. 316,866 225,031 204,904 -20,127 -8.9%
Program dir€CtiON. .........cocuiiiiieiie e 101,868 91,024 105,013 +13,989 +15.4%
Program SUPPOQt..........oieiieiiieiieniieie et 13,321 10,930 13,281 +2,351 +21.5%
Use of prior year balances............ccccooevieninnnns . -3,339 — — [
Total, Energy Efficiency and Renewable Energy.........cccccoovveiiiicnnns 1,162,747 1,176,421 1,236,199 +59,778 +5.1%

The Office of Energy Efficiency and Renewable Energy (EERE) conducts research, development,
and deployment activities in partnership with industry to advance a diverse supply of energy efficiency
and clean power technologies and practices. The FY 2008 budget request continues to support
research on alternatives that will decrease our nation’s dependence on foreign oil and accelerate
development of clean electricity supply options.

PROGRAM DESCRIPTION

EERE’s activities promote the development and use of clean, reliable, efficient, and cost-
effective power technologies to meet growing national energy needs, reduce dependence on
foreign energy sources, and enhance energy security. The FY 2008 budget request is
$1,236.2 million, an increase of $59.8 million, or 5.1 percent above the FY 2007 request.

The Hydrogen Technology program focuses on hydrogen production, delivery, storage, and
fuel cell technologies. The FY 2008 budget completes President Bush’s 5-year, $1.2 billion
commitment to the Hydrogen Fuel Initiative, which aims to reverse America’s growing
dependence on foreign oil by accelerating the development of hydrogen fuel cell vehicles and
infrastructure technologies. Although the President’s funding commitment is complete, the
work is not, the program’s goal is “technology readiness” to enable the automobile and
energy companies to opt for commercial availability of fuel cell vehicles and hydrogen
infrastructure by 2020. The overall request for the President’s Hydrogen Fuel Initiative in FY
2008 is $309.0 million (EERE’s portion is $213.0 million); other organizations also contribute
to this funding crosscut including: basic hydrogen research in the Office of Science; coal-
based hydrogen production research in the Office of Fossil Energy; nuclear-based hydrogen
production research in the Office of Nuclear Energy; and hydrogen safety-related activities at
the U.S. Department of Transportation.

The Biomass and Biorefinery Systems R&D program focus is on research and
development to transform the nation’s domestic biomass resources into affordable biofuels
and support the President’s AEI goal to make cellulosic ethanol cost competitive by 2012.
Achieving this goal could allow market penetration of significant amounts of ethanol that
could help reduce our depended on oil. Biomass is a critical renewable resource, as it is the
only renewable option for producing liquid transportation fuels in the near term and reducing
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our dependency on imported oil. The program focuses on developing a wide range of
regionally available cost-effective biomass feedstocks along with harvesting, storage and
delivery systems suitable for diverse regions and climates; reducing the cost of outputs and
byproducts from biochemical and thermochemical processes; and integrating these
processes into biorefineries that co-produce liquid and gaseous fuels, chemicals and
materials, and/or heat and power.

The Solar Energy program focuses on research and deployment of solar power that will
reduce our demand for natural gas and promote a cleaner environment. Through the Solar
America Initiative (SAl), the Solar Program is accelerating the market competitiveness of
solar electricity as industry-led teams compete to deliver photovoltaic (PV) systems

($137.3 million) that are less expensive, more efficient, and highly reliable. By focusing on
PV manufacturing and systems integration issues, the program estimates that progress
toward its cost could aid in the deployment of 5-10 gigawatts (GW) of new grid-connected
electricity generating capacity by 2015. Market transformation efforts will promote adoption
of market-ready solar technologies by providing targeted tools and assistance to important
stakeholders such as states, utilities, cities, the building industry, and the federal sector. The
program will also facilitate continued growth of the domestic solar market by addressing key
market barriers such as fragmented interconnection and net metering practices. In addition,
the Solar program is working with industry to lower the cost of concentrating solar power
technologies ($9.0 million) and to develop thermal storage capabilities that will enhance its
value to utilities and allow solar to compete in large-scale centralized generation markets.

The Wind Energy program leads the nation's effort to accelerate the market penetration of
wind energy by improving the performance and reliability of wind technology, reducing risks
to project development, enhancing critical energy infrastructure, and advancing policies in
support of wind energy. The program is aggressively working to remove wind energy
barriers through government and private sector stakeholder collaboration and improve wind
technology through industry partnerships and applied research and testing.

The Vehicle Technologies program supports the FreedomCAR and Fuel Partnership
($207.8 million total, $126.6 million from Vehicle Technologies) and the 21st Century Truck
Partnership ($ million) in order to enable personal and commercial highway vehicles to
become more efficient. Technology research includes lightweight materials, advanced
batteries, power electronics and electric motors for hybrid and plug-in hybrid vehicles, and
advanced combustion engines and fuels. These technologies contribute to reducing the
nation’s use of oil. In FY 2008, the program is increasing research on technologies needed
for cost effective plug-in hybrid vehicles (i.e. those that can be plugged in and recharged from
an electric outlet or operated on liquid fuels) and on deployment activities to accelerate the
use of maturing energy efficiency technologies such as alternative fuels.

Building Technologies (BT) program develops and deploys technologies for improving energy
efficiency. The reduction of building energy requirements, coupled with renewable energy
systems, could enable commercial production of net Zero Energy Homes and Buildings by 2020
and 2025, respectively. The portfolio of energy efficiency research to reduce building electrical
loads includes solid state lighting ($19.3 million) more affordable efficient windows, and more
efficient heating, ventilation and air conditioning. The program pursues market transformation
activities by developing Energy Star labels for major appliances such as windows, refrigerators,
dishwashers and compact fluorescent lights, and by establishing building codes and national
appliance standards on an accelerated schedule. The program also develops tools and
information for promoting whole-building system design and construction approaches that aim to
optimize the integration of energy efficiency and renewable energy systems.

Industrial Technologies program (ITP) works to reduce the energy intensity of the U.S.

industrial sector through a coordinated program of research and development, validation, and
dissemination of energy-efficiency technologies and operating practices. ITP supports the
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Secretary of Energy’s “Easy Ways to Save Energy” campaign through industrial energy
saving assessments. These "Save Energy Now" assessments identify cost-effective energy
savings (up to 10 percent), with a special focus on natural gas consumption.

The Federal Energy Management program (FEMP) reduces the cost and environmental
impact of the federal government's energy use by advancing energy efficiency, water
conservation and renewable energy in federal facilities, including the Department of Energy's
facilities. It also analyzes and reports on federal energy use in buildings and vehicle fleets.

The Facilities and Infrastructure activity manages and supports capital investments to
continue the build out of a world-class research and development program complex at the
National Renewable Energy Lab (NREL). NREL's central mission is to support the nation’s
efforts in developing a portfolio of energy efficiency and renewable energy technologies.

Weatherization and Intergovernmental Activities utilize technical and financial assistance
to accelerate the adoption of energy efficiency and renewable energy technologies and
practices by state and local governments, weatherization agencies, Native American Tribal
Governments, and international partners. Weatherization Assistance Grants deliver cost-
effective, energy efficiency investments for low-income households. The State Energy
Program supports energy efficiency projects in states and communities through formula and
competitive grants and technical assistance. Tribal Energy Activitiesbuilds partnerships
with tribal governments and provides technical and financial assistance for energy efficiency
and renewable energy projects and for long range energy planning. The Renewable Energy
Production Incentive provides incentive payments to qualifying facilities for the production
of renewable energy. The Asia Pacific Partnership works with partner nations (Australia,
China, India, Japan, and South Korea) to develop and accelerate the deployment of clean
energy supply and efficiency technologies.

The Program Direction account provides personnel and operational resources for executive and
technical direction and oversight for the programs described above. These include operations at
Headquarters and the Field Project Management Center (PMC). The PMC responsibilities
include project management of R&D partnerships, NREL contract administration, and financial
assistance administration. Headquarters activities include knowledge, information and business
systems supporting the Presidential eGov initiative and compliance with departmental policy for
functional accountability.

The Program Support account provides for program measurement and strategic direction,
as well as for technology advancement and outreach. Planning, Analysis and Evaluation
activities provide timely information to inform portfolio investment decisions. Technical
Advancement and Outreach activities provide the public with accurate information on energy
efficiency and renewable energy technologies to help the public make better energy choices.

PROGRAM HIGHLIGHTS

The FY 2008 request continues the focus on the President’'s Advanced Energy Initiative —
accelerating breakthroughs in clean energy technologies for powering our homes and
businesses, which can help diverse our energy supply and reduce emissions, and for
powering our automobiles, which can help reduce the nation’s dependence of foreign sources
of oil.

Funding for Biomass and Biorefinery Systems R&D is increased by $29.6 million
above the FY 2007 request on $149.7 million. The FY 2008 request continues to
support construction of a commercial scale biorefinery demonstration project and
initiates a 10 percent commercial scale biorefinery project. The FY 2008 request
initiates a cellulosic ethanol reverse auction program outlined in Section 942 of the
Energy Policy Act of 2005. Funding also supports expanded research into improved
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syngas and bio-oils, and to broaden the amount of feedstocks regionally available to
produce cellulosic ethanol. These activities support the Advanced Energy Initiative
goal to make ethanol produced from the cellulosic biomass (such as agricultural and
forest residues, forest resources, and energy crops like switchgrass) cost-competitive
by 2012.

Compared to the FY 2007 request, funding for Hydrogen Technologies is increased
by $17.2 million to $213.0 million in FY 2008 to expand R&D in key areas, including
hydrogen production from renewables, low cost hydrogen delivery technologies, and
materials and engineering science for vehicular hydrogen storage. Funding is also
increased in R&D for fuel cell components to reduce cost and increase durability, and
in a new effort on manufacturing technologies to build a globally competitive,
domestic hydrogen and fuel cell supply base. Increased emphasis will be placed on
codes and standards for near-term hydrogen applications and education of key
stakeholders, with emphasis on hydrogen safety to help lay the foundation for future
public acceptance and market adoption of hydrogen and fuel cell technologies.

Funding for Vehicle Technologies is increased by $10.1 million. The research
agenda will increase the emphasis on plug-in hybrid electric vehicles (PHEV), a
technology that has the potential to make significant additional improvements in
petroleum reduction beyond that achievable with current hybrid configurations. Also,
increased emphasis will be given to deployment activities to accelerate the
commercialization and market acceptance of oil use reduction technologies with
particular emphasis on the adoption and use of alternative fuels.

At $148.3 million funding for Solar Energy remains constant with the FY 2007 request
as do the Federal Energy Management ($16.8 million) and Industrial Technology
($46.0 million) programs.

SIGNIFICANT FUNDING CHANGES — FY 2007 to 2008 Request ($ in millions)

Hydrogen Technology (FY 2007 $195.8; FY 2008 $213.0).....uvvevniiiinieeinieeiiieeeieeeenn. +$17.2
Overall funding for Hydrogen Technology increases by 9 percent to accelerate R&D
underpinning the automobile and energy companies’ ability to opt for commercial availability
of fuel cell vehicles and hydrogen infrastructure by 2020. Increases include hydrogen
production (+$3.2), hydrogen storage (+$9.3), fuel cell stack components (+$5.9), safety and
codes and standards (+$2.2), education efforts (+$1.9), system analysis (+1.9), and
manufacturing R&D (+$3.0). The funding for the Controlled Hydrogen Fleet and
Infrastructure Demonstration and Validation Project is reduced (-$9.6) but sufficient to provide
data that will help to direct and further refine research efforts.

Biomass and Biorefinery Systems R&D (FY 2007 $149.7; FY 2008 $179.3)............ +$29.6
Biomass and Biorefinery Systems R&D is increased 20 percent. The additional funding will
continue the commercial scale biorefinery demonstration project and initiate a 10 percent
commercial scale biorefinery project (+$39.0). This increase is partially offset by the
completion in FY 2007 of several bio-based product projects (-$23.9). New funding is also
requested to establish a cellulosic ethanol reverse auction program outlined in Section 942 of
the Energy Policy Act of 2005 (+$5.0), and to expand research into improved syngas and bio-
oils and to broaden the amount of feedstocks (+$8.9).

Wind Energy (FY 2007 $43.7; FY 2008 $40.1) ....cccovviviiiiiieeeieeeieeiiie e e e -$3.7
Distributed Wind Technology (+$3.4) and Technology Acceptance (+$5.0) are increased to
support a new round of distributed wind technology partnerships in this immature technology
for concept, component, and system prototype projects for moderately sized wind turbines,
initiate state-based incentive programs, initiate a new a new partnership aimed at the
community wind and farm market and to address siting, permitting, and environmental
barriers to increased domestic energy production. Low wind speed Technology is decreased
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(-$13.3) to focus on near term actions to significantly accelerate use of wind energy
technologies.

Building Technologies (FY 2007 $77.3; FY 2008 $86.4)........ccccuiviviiieeiiieiiinienieennnnns +$9.1
Additional funding restores critical elements of the building code program (+$3.7) and grows
Energy Star (+$1.0), Standards (+$1.7), and net zero energy building program components
(+$2.3).

Weatherization and Intergovernmental Activities

(FY 2007 $225.0; FY 2008 $204.9).....cccuunieiiiiiiieeiiiiiee e e e et a e e et s e aeaan e eeainnaeeenens -$20.1
The 9-percent overall funding reduction for Weatherization and Intergovernmental Activities
reflects DOE’s emphasis on EERE R&D projects with great potential for future energy
savings. The changes include: the phase out of the International Renewable Energy
Program (-$2.5); the decrease in the amounts requested for Weatherization Assistance
Program Grants (-$20.2), State Energy Program ($-4.0), and Tribal Energy Activities (-$1.0);
and an increase for the Asia Pacific Partnership (+$7.5).

Program Direction (FY 2007 $91.0; FY 2008 $105.0) .....uviiiviiieieiiiiieeeiineeeeiiineeeenen +$14.0

Increase in funding will allow EERE to hire staff with the required skills for specific programs.
Request fully supports 540 FTEs, an increase of 26 from FY 2006 budgeted levels.
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Section 1. Energy Security
Electricity Delivery and Energy Reliability

(discretionary dollars in thousands)
F 2006 Fy 2007 | FY 2008 [ £y 2008 vs. FY 2007
Current Congressional| Congressional
Approp. Request | Request $ ] %
Electricity Delivery and Energy Reliability
Energy Supply and Conservation
Research and development............cooveviiiiiiicicieseeseeec e 132,589 95,636 85,994 -9,642 -10.1%
EleCtriCity reStruCtUING........ccveoviiieiririiierie e 12,276 e e e e
Operations and @NalYSiS.........ccuvriririeiieiiniiie e e 12,009 11,556 -453 -3.8%
Program dir€CHON. .........ccuiiieiieieeie e 13313 17,283 17.387 +104 +0.6%
Total, Electricity Delivery and Energy Reliability..........ccccooveiiivinenne. 158,178 124,928 114 937 -9.991 -8.0%

PROGRAM DESCRIPTION

The Office of Electricity Delivery and Energy Reliability (OE) leads a national effort to
modernize the electric grid, enhance security and reliability of the energy infrastructure, and
facilitate recovery from disruptions to energy supply. OE’s programmatic focus consists of
two subprograms: Research and Development, and Operations and Analysis To
accomplish these efforts, OE requests $114.9 million for FY 2008.

The Research and Development subprogram has the following activities:

The High Temperature Superconductivity R&D program pursues improvements to the
efficiency and reliability of the nation’s electric delivery system. The goal of this research
is to develop operational wire and power prototypes that are half the size and deliver half
the energy losses of conventional equipment of the same power rating by 2016.

The Visualization and Controls program develops communication and control systems
which support adaptive, intelligent grid operations, and which integrate distributed energy
devices. These advances will improve the reliability and efficiency of the electric delivery
system and increase the utilization of transmission and distribution assets.

The Energy Storage and Power Electronics program is working to develop energy
storage technologies and power switches that reduce power disturbances and peak
electricity demand, and improve system flexibility to reduce adverse effects to users.

The Renewable and Distributed Systems Integration program develops a diverse
array of cost-competitive, integrated distributed-generation and thermal energy
technologies. It also supports the use of these technologies in residential, business, and
industrial applications to improve electricity reliability and reduce conventional
environmental effects.

The Operations and Analysissubprogram has the following activities:

The Permitting, Siting, and Analysisactivity uses education, outreach, and analysis to
help states, regional electric grid operators, and federal agencies to develop and improve
policies, market mechanisms, regulations, state laws, and programs that assist
modernization of the electric grid. Inc