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FEDERALISM AND NORTH
AMERICAN ENERGY SECURITY

Security in terms of safiety’ and reliability: off energy.
supplier—overseas Vvs. North America

Security in terms of safegliarding extraction and

hydroglectric sites and transmission: of rESOUrCES and
electricity,

Security forces to combat terrorism; or other types of
HICIt activities
Overall security functions, inf North: America—national,

state, provincial, and lecal government
responsibilities




NORTH AMERICAN ENERGY
COOPERATION I

26% oftU.S. oilfimperts in 2000 from Canada
and Mexico

In 2000, 27% of tetal ULS. energy imports
came firomi Canadal and 9% fifemi Mexico

Canadal s the number one foreign supplier of
energy. te the United States and 2-Way: energy.
trade’ $501billion: per year

President Bush's May: 2001 national eneray.
plan—"make it easier for buyers and sellers of
energy. te dos business acress national
porders”




NORTH AMERICAN ENERGY
COOPERATION I

Creation ot Nerth American; Energy: Werking| Greup:in
2001 and meetings held regularly.

Criticall rele of North American energy: infirastructure

IRl the future

ULS. aimajor energy importer while' Canadarand
IMIEXICO areé NEt energy. exXporters

Greater convergence and transparency: are occuriing
N the, Northl American energy: Sector




NORTH AMERICAN FEDERALISM

Only: 25 off 192 nation-states: have  fiederall systems

All' 3" Nerth American nations are federall and they.
iepresent; the; largest, 8" largest;, and 9 largest
nationall econoemies in: the world (World Bank, 2002)

Canada most decentralized, U.S. more centralized,
and Mexico: by far most centralizea

Some dimensions of functioning fiederalism| recemtly
emerainglin Mexico




NAETA IS an adreement among
thrée federall systems with 52
Major stb-national governments
and ever 100,000 other

JOVERMMENLS




SUBSTANTIAL POWER BASE OF
THE STATES AND PROVINCES

3 off U.S; states would rank among| top) 101 national™
econemiesiin thewerld

22 ULS, states among tepr 25 nation-states, 56 among top 50,
and all'50.ameng top; 7.2

4 Canadian previnces would rank amongl topr 40 natien-states
and 8 amoeng the top 80

1 Mexican state would rank among tep: 32 natien-states and 2
among tep: 50

Califernialhas a larger population; than Canadar and ailarger
GDP than Canada and Mexicer combined

Budgets of several state and provincial governments larger
tham most nation-states”
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INTERNATIONAL ACTIVITIES OF STATE AND LOCAL

GOVERNMENTS
As of December 2002, 37 states and Puerto Ricorhad 243
foreign offices or' representatives, up firomi 4 in 1980

2.1 states have ofifices in Mexicorand 120 Canada
Roughly 1,000 stateremployees work in international sector
Almost alllgovernors or It.-governorsileadl intermnational trade

MISSIGNS eVEery.: Veal

Almost all statesi have international trade; andl investment
divisions

About $190 million being spent annually: on: international
programs, exclusive of investment Incentives

Canada Is #1 export partner for 37 states and Mexico #1 for
3! states




INTERNATIONAL ACTIVITIES OF CANADIAN
PROVINCES I

QUEebeCc hasialmoest as many: Employees Working on
internationall iIssues as the 501 U.S. states combined

Ey: 2000-01, Ministry: off Intermational Relations had a
pudget of C$104 million and 587 full'and part-time

employees

Quebec maintains 24 ofifices in; 14! diffierent
countries, with' 250 employees




CANADIAN PROVINCES II

Ontario spending €$79 million; per year and' has 230
employees—beginning to reopen fioreigni efiices

Alberta has 9 fioreign effices andl 50 people engaged

N INternational pregrams

B.C. down to one foreigni effice, but has about 100
employeesiandl €$20 million budget




THE CANADIAN PROVINCIAL DIMENSION

Provincial governments have entered inte: hundreds; ofi
agreements withr U.S. states

5 Canadian provinces maintain permanent ofifices in U.S.
Several U.S, statesimaintain effices’ in Canada
Annuall or' periodic meetings amond| Atlantic, Great! Lakes; and

PACIfIC Provinces, and States

Speciall Quebec, Ontario, Alberta, and BC ties| to the Council of
State; Governments and various Govermors: groups

Ralph Klein met with Dick Cheney in June 2001 and John
IHamm had a teleconference with Cheney: ini December 2001,
poth te discuss energy: iIssues




BORDER COMMISSIONS AND' GROUPS 1

Border Governors’ Conference
(Arizona, California, New Mexico, Texas; Baja California,
Chihuahua, Coahuila, Nuevo Léon, Sonora, Tamaulipas)

Border Legislative Conference
(Arizona, California, New Mexico, Texas; Baja California,
Chihuahua, Coahuila, Nuevo Léon, Sonora, Tamaulipas)

Chihuahua - New Mexico Border Commission

Commission of the Californias
(California, Baja California Norte, Baja California Sur)

Council of Great Lakes Governors
(Illinois, Indiana, Michigan, Minnesota, New York, Ohio, Pennsylvania,
Wisconsin; Ontario and Quebec [associate members])




BORDER COMMISSIONS' AND: GROUPS I1

Idaho-Alberta Task Force
Montana-Alberta Bilateral Advisory Council

New England Governors and Eastern Canadian Premiers

(Connecticut, Maine, Massachusetts, New Hampshire, Rhode

Island, Vermont; New Brunswick, Newfoundland and Labrador,
Nova Scotia, Prince Edward Island, Quebec)

Pacific Northwest Economic Region (PNWER)
(Alaska, Idaho, Montana, Oregon, Washington; Alberta, British
Columbia, Yukon Territory)

Sonora-Arizona Commission

Western Canadian Premiers and
Western Governors’ Association
(4 provinces and 21 states)




HISTORY OF FEDERALISM AND
ENERGY POLICY

CA"Department offWater'and Power establishedl 1902 and
engagded in electricity: distribution: in 1916

1935/ UL.S. federal electricity, law! left in| place’ extensive state
regulationiof the energy: Sector:

[Llazaro) Cardenas and the 1938 nationalization of oil and gas in
Mexico

Canada’s Natienal Energy: Policy (1973-1984)—tensions
petween; provinciall control of reseurces and Interprovincial
and internationall trade

Offshoere drilling controversy.
Canada-U.S. FTA and NAFTA
Kyoto Protocol

llong-term aboriginal rights’ issues




"FORMAL" FEDERALISM AND ENERGY

Canadian division off authority—federal pOWEers oVer
Interprovincial and international trade; proVINCes Control
natural reseurces; andl most: regulation' of reseurces

ULS: division: off authority—states generally more pewerfiul
than federal government in determining terms of access, to

energy. fox their citizens;, but Washington maintains big stick
With COmMMErCe, SUpremacy, and preemption powers; states
nave big role in environmentall standards), landl use, and
PUSINess regulation

Mexican! division; of authority—extremely: centralized--Articles
27 and 28 and “the Nation”; modest and disputed ge!/acto
regional authority’ linked teraberiginals and ej/ados




SUBNATIONAL DIFFERENCES
MEC/AADINERE N = NEN A

Tihe United States, Canada, and Mexicordernot have ar unified
View: on everallfenergy: IssUues even though cress-boerder
COoperation| s at record levels

The views) off Massachusettsiand! Tlexas oni selected energy,
ISsues; dififer significantly, as doithose between Alberta and

Ontario and Tlabasco and Nuevo Leon

iexas has dispatehed its ewn observer tel OPEC meetingsiand
favors high ol prices—In this respect it has mMore N Common
withr Albertal thian with Califernia

Electricity, prices inf Massachusetts almost twice asihigh'as in
Arizona—major pricing diffierences occur firom region to) region
In Northr America




SUBNATIONAL DIFFERENCES
REGARDING ENERGY II

[FOrgingl an: overalll consensus on selective
energy. IssUes among major subnational
govermnments in Noerth America will be dififictit

(pipelines, transmission lines; LNG facilities,
ienewable energy, pollution standards, Waste
dispesal, overall security’ ISSUes, etc.)




RECENT NORTH AMERICAN
ENERGY CHALLENGES I

Series) off North American; electricity’ blackouts,
culminatingl in “Ohie™ problem: leading tor Atgust
2003 crisis affecting 50 million people; and causing
$6 billion' 1IN economic I6sses

Califernialsi severe energy: and Ontario’s current
electricity Crises

ERron

Alaskan natural 'gas pipeline Uncertainties
Safety and security: off LNG facilities
RISING energy: prices for consumers




RECENT NORTH AMERICAN
ENERGY CHALLENGES II

Concernsi aboutNorth  American naturaligas supplies

Modernization and investment in Mexico's; overall
energy. sector

Growing continental eneggy Interdependence
chart and dependence; on

(Califerniarsielectrical gri
Canadaland Mexico)

Grewing burden;en many: subnational governments
to provide; security: fior energy: develepment and
distribution
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CONSTITUTIONAL VS. POLITICAL

FEDERALISM

Federal governmentsiat times have constitutional authority: to
negate policies of state and provincial gevermments, but not
willing ter pay: the poeliticall price to do; so:

Califernial unitary taxation episode

State andllocal government: sanctions (Except fior
Massachusetts and Myanmar)

State; and! local govermnment investment Incentive programs




POTENTIAL STATE AND PROVINCIAL
GOVERNMENT ENERGY CONFLICTS

Hydre-Quebec’s concerns about U.S. state, “renewable
energy- mandates, especially: among some; New: England
Stadtes

INAETA Chapter 11" contreversies—Metalclad and Methanex
CASES

Border state disputes, over' energy. development and
pretection ofi the envirenment—Califernia pushning for stricter
EmISsIon standards on: power stations! in northern: Mexico: than
enforced even in U.S.

Regulation andideregulation contreversies

Should state, provincial, and lecal gevermments have right: te
ship: their pollution te ether jurisdictions (1-os Angeles-Utah;
California-northern Mexico; Yucca Mountain and other waste
depositories)?




ABORIGINAL RIGHTS AND ENERGY

Quebec, the Cree, James Bay, Rupert River, Great Whale
River, and New: York State

Aboriginal rights in’ the Canadian territories
Aboriginal rights in selected provinces

Mexico's recent tighteningl off natural resource claims! by
indiﬁenous groups, but Zapatistas and othersi continue to

push fier aboriginal contro)

Indigenous; greups i U.S. retain! title; andfatthority over many.
natural reseurces

Ongoing contreversy: invelving| U.S: Dept. of Interior and
native rights to’ oll'and gas! deposits—class-action Suit!in
penalizof haliEmillion: Indians

INaVaje Nation! CONtroversy

Utah and! Skull Valley Goshute tribe (124 people) controversy
over nuclear waste disposal




THE OVERLAP OF ENVIRONMENTAL
AND ENERGY POLICY

Kyetoe) Pretocel contreversy: in Canada and U.S,

INew: energy. efficiency: standardsiint Maryland en' appliances
and New: Hampshire (new: gas! fiormularfor autos) Vs. REW: 3=
country minimum; efficiency. rules

Califernia’s mandate on' cars using alternate fiuels-also
iequires private utilities terprovide 20%: of electricity from
“renewable sources™ by 2017; it passed mandatory: energy
efficiency, standards! oni appliances in 1974

New Mexico’s new: mandate oni renewable sources

Suit: By envirenmentall groups, and! state; governments derailing
Bushi administration’s; efiforts to lewer efficiency. reguirements
On allr conditieners

State regulation; off power-plant pollution

State and provincial regulations at times; become “nationa
standards for private producers

III




INTERGOVERNMENTAL COOPERATION
AND DIALOGUE

New: Council of the, Federation in Canada
ETA and NAETA experiences
KV/oto: Protecol experiences

ULS! intergovernmental coeperation in continental
energy: Sector'isi minimal

Role off the National Gevernoers: Asseciation
Mexican intergoevernmental coeperation: isiminiscule




POLICY OPTIONS

Future significance oft Northi American Energy Working Group
established in 2001

Periodic summitsioft U.S., Canada, and MexIco energy
regulaters (last held in Alberta ini 2003)

Desperate need fior regular intergovernmentall consultations
Within eachrnation

Creation of 3-nation energy’ group: by: Canadian: premiers,

NGA, and MexiCan goVErNors

Expansion| off inter-parliamentary: dialogue at subnatienal
govermmental level

New! studies off the; pres and cons of “harmonization™ of
supnational, natienal, and continental Energy: Prierities

Post-2008 NAETA—a| view: from the provinces and states




FUTURE CHALLENGES AND
OPPORTUNITIES

Federalismi as an Impediment to development: off continental
energy. policies

Role of state and provincial-level law: suits
Intensifiedraboriginal controversies

Vow! to limit: exploitation 6ff natienal' reseuUrces; by: provincial or
state governments led by NDP, PRD; or Green| party.

NIMBY  syndrome; linked ter siting), Zzoning, environmental
CONCerns, and other factors

Will federalismitake root in Mexico?

East-West vs. North=Southi tensions




FUTURE CHALLENGES AND
OPPORTUNITIES II

Can federalism safieguard national andl regionall priorities at
the expense off continental priorities (David Orchard), Ralph
Nader, PRID)?

Pissenting| state;, provincial, and local gevernments;, in
COOpPEration wWith environmental groups, can: potentially: scuttle
or'at least delay'major Eneray. proposals for years through

lawsuits filed' in nationall and! subnational courts

Can energy: policy: be “harmoenized™ (not homegenized)
continentally: witheut significant damagde to)the jurisdictional
authority, off state; and! provincial governments?

Electrical standards should be “harmoenized™ through NERC




FUTURE CHALLENGES
AND OPPORTUNITIES III

Significance oii thinking continentally: anaracting
iegionally: With input: by, GOVErNoerSs and premiers—
meaningitl intergovernmental consultations: betier
tham natienalf government “mandating~

Balancing national, subnatienal, aberiginal,
continental, consumer, producer, energy,
enviroenmental, and intergenerational iInterests—a
Very: difficult’anallalborous precess




FEDERALISM AND SECURITY:
CONCLUDING THOUGHTS

Securityfrom the vantage point of North American suppliers
VS, OVerseas suppliers

Physical security—at the seurce and duringl transmission

Securityin termsi off economic Viability to developrand
transmit energy. rFesoukces

Defining the “security” role of state and provincial
dovernments within parameters| ofi mationall systems;and
North America as a region

Establishing and Improeving Mechanisms, for continental,
iIntergovernmental, and public-private sector Coeperation to
enhance energy: security: within North America’s three federal
SyStems




