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(1) 

A REVIEW OF VESSELS USED TO CARRY 
STRATEGIC PETROLEUM RESERVE 

DRAWDOWNS 

WEDNESDAY, JUNE 27, 2012 

HOUSE OF REPRESENTATIVES, 
SUBCOMMITTEE ON COAST GUARD AND 

MARITIME TRANSPORTATION, 
COMMITTEE ON TRANSPORTATION AND INFRASTRUCTURE, 

Washington, DC. 
The subcommittee met, pursuant to notice, at 10:02 a.m. in Room 

2167, Rayburn House Office Building, Hon. Frank A. LoBiondo 
(Chairman of the subcommittee) presiding. 

Mr. LOBIONDO. The subcommittee will come to order. 
The subcommittee is meeting today to review the process used to 

determine the availability of U.S.-flag vessels during the summer 
2011 drawdown of crude oil from the Strategic Petroleum Reserve. 

I would like to thank Ranking Member Larsen for requesting a 
hearing on this important topic. The subcommittee is very happy 
that he suggested it. My hope is that we will get some answers 
today to several important questions regarding the conduct of the 
administration and identify what mistakes were made so we can 
avoid this situation from happening in the future. 

On June 23, 2011, President Obama announced that the U.S. 
and its partners would release a total of 60 million barrels of oil 
into the world market over a 30-day period to offset the disruption 
in oil supply caused by unrest in Libya. As part of the effort, the 
U.S. pledged to release 30 million barrels of oil from the Strategic 
Petroleum Reserve. 

As most of us here today are aware, the waterborne transpor-
tation of oil from the SPR to U.S. refineries is governed by the 
Jones Act. That is law. The Jones Act protects our national security 
and promotes job growth in the United States maritime sector by 
requiring merchandise and passengers moving between two points 
in the U.S. to be carried on U.S.-built, U.S.-owned, U.S.-crewed, 
and U.S.-flagged vessels. 

The Jones Act has been the law since 1920. In 1987, the Depart-
ment of Energy, MarAd and Customs signed an agreement out-
lining the process agencies must follow to ensure compliance with 
the Jones Act during the Strategic Petroleum Reserve drawdown. 

During last summer’s drawdown, however, reports from the press 
indicate the administration may have deliberately ignored U.S. law 
in issuing over 40 Jones Act waivers for the transport of oil from 
the SPR. After issuing a blanket waiver and then rescinding it a 
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day later, it appears as though the administration was assuring po-
tential bidders for SPR oil that individual waivers would be grant-
ed for large volume sales before applications were even submitted. 

It also appears the administration made no effort to use its au-
thority to require the oil to be divided into smaller lots in order to 
be carried on U.S.-flag vessels. 

I find these actions extremely disturbing, particularly because it 
came at a time when so many Americans were out of work and 
these were American jobs that were affected. It is puzzling that an 
administration claiming to being doing everything they can to help 
America’s unemployed would allow vessels crewed by foreigners, 
not Americans, owned by foreigners, built in foreign countries, and 
flying foreign flags to carry nearly all of the Strategic Petroleum 
Reserve oil released. In fact, only one U.S. vessel was used. That 
vessel carried less than 1 percent of the 25 million barrels of SPR 
oil that was moved on water. 

U.S.-owned vessels crewed by American mariners stood ready, 
were willing, and again, ready to move more of the oil, but it seems 
the administration decided to leave them at the dock. 

I look forward to hearing from our witnesses today on how this 
situation unfolded and why it unfolded. I am particularly inter-
ested in whether promises were made that Jones Act waivers 
would be granted before applications were submitted. I am also 
eager to hear an explanation regarding what appears to be a de 
facto 500,000 barrel lot size that effectively disqualified available 
U.S.-flag vessels. 

Finally, I am interested in hearing from an industry on the sta-
tus of the Jones Act fleet at the time of the drawdown. It is impor-
tant for us to know that there was, indeed, sufficient capacity 
available to move more of the oil and the process by which the ad-
ministration was made aware of U.S.-flag vessel availability. 

I want to thank the witnesses for appearing today, and now I 
yield to Mr. Larsen. 

Mr. LARSEN. Mr. Chairman, thank you for convening this morn-
ing’s hearing to examine how best to uphold the integrity of the 
Jones Act when future shipments of oil are released from the Stra-
tegic Petroleum Reserve, or the SPR. 

The Jones Act exists for good reason. It sustains a vibrant and 
strong domestic maritime industry. It creates job opportunities for 
U.S. mariners. It underpins U.S. maritime defense policy. 

As you know, the ranking Democratic member of the full com-
mittee, Congressman Rahall, and I are both strong supporters of 
the Jones Act. On behalf of Mr. Rahall and I, I want you to know 
that we very much appreciate your quick action to schedule this 
morning’s hearing as we requested in our April 24 letter to you and 
Chairman Mica. 

Thank you. 
Unfortunately, we missed such an opportunity to support the 

Jones Act last year. In response to oil shortages attributed to civil 
unrest in Libya, the President initiated in June 2011 a drawdown 
from the SPR for only the third time in history. Regrettably and 
contrary to longstanding policy under the Jones Act, U.S. tankers 
carried less than 1 percent of the oil from the SPR. 
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Instead the administration authorized 44 separate waivers of the 
coastwise laws to allow foreign tankers to transport this oil. The 
administration denied available U.S. carriers this valuable and 
vital business. 

U.S. industry has available capacity to move U.S. strategic oil re-
serves on U.S.-flag ships putting U.S. mariners to work. I do not 
know of anyone on this committee who agreed with these con-
troversial waivers, and Congress has responded accordingly to up-
hold the integrity of the Jones Act. 

First, Congress passed language to prohibit the use of funds to 
issue future Jones Act waivers for SPR drawdowns for the balance 
of this fiscal year until the administration has taken adequate 
steps to ensure the use of U.S.-flag vessels. 

Second, the House adopted an amendment offered by Congress-
man Cummings and Congressman Landry that strengthens infor-
mation and notice requirements for any future Jones Act waivers. 
These actions are warranted and helpful, but they are limited in 
their scope and duration. 

Consequently, I concluded that we need to look squarely at the 
waiver process itself to ensure that future SPR releases benefit 
both our domestic maritime industries and the overall U.S. econ-
omy. With this thought in mind, it is my intention this morning 
not just to look backward, but to look forward. 

No one is satisfied with the status quo. Clearly we need a con-
structive dialogue on how best to release SPR reserves. Now is the 
time to begin that effort. 

By working together with you, Mr. Chairman, I contend that 
such a dialogue could produce a body of sensible, practical reforms 
to the waiver process, reforms that work for the U.S. economy, pro-
vide opportunities for our domestic maritime industries, and put 
U.S. seafarers to work. Those are the outcomes upon which we can 
agree, and I look forward to beginning that dialogue this morning. 

The Jones Act exists for good reason. Let’s use it for good effect. 
Thank you. 
Mr. LOBIONDO. Thank you, Mr. Larsen. And, again, thank you 

for the suggestion to move forward expeditiously with this. 
The first witness today is the Honorable John D. Porcari, deputy 

secretary of the U.S. Department of Transportation. Mr. Porcari, 
the floor is yours. 

TESTIMONY OF HON. JOHN D. PORCARI, DEPUTY SECRETARY, 
UNITED STATES DEPARTMENT OF TRANSPORTATION 

Mr. PORCARI. Thank you, Chairman LoBiondo, Ranking Member 
Larsen and members of the committee. I appreciate the invitation 
to discuss the Maritime Administration’s role in determining Jones 
Act vessel availability during the Strategic Petroleum Reserve 
drawdowns. 

The Obama administration unequivocally supports the Jones Act 
and is committed to the continued success of the U.S. Merchant 
Marine. This administration has shown this commitment—— 

Mr. LOBIONDO. Excuse me. Is your microphone on? 
Mr. PORCARI. Yes. 
Mr. LOBIONDO. Could you pull it a little bit closer? 
Mr. PORCARI. Certainly. 
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Mr. LOBIONDO. Thank you. 
Mr. PORCARI. The Obama administration unequivocally supports 

the Jones Act and is committed to the continued success of the U.S. 
Merchant Marine. This administration has shown this commitment 
through the strong enforcement of the Jones Act, including the im-
position of the largest fine ever recorded for a Jones Act violation 
and efforts to establish new markets, including marine highway 
services that will promote investment and create U.S. jobs in the 
maritime industry. 

In addition, the administration is focused on increasing cargo op-
portunities for U.S.-flag ships and crews through agreements 
reached for the first time with Ex-Im Bank and the Department of 
Energy. 

In keeping with this commitment, the Obama administration did 
not issue a blanket waiver of the Jones Act for the 2011 Strategic 
Petroleum Reserve drawdown, unlike previous administrations. In 
June of 2011, President Obama authorized a drawdown of the SPR 
as part of an international effort to address the crude oil supply 
disruption caused by civil unrest in Libya. The Energy Department 
offered 30 million barrels to private buyers, largely oil companies 
and oil traders. 

MarAd surveyed the maritime industry and determined that the 
Jones Act coastwise tank fleet was already largely fully employed. 
Only two tankers of the 56 in the Jones Act fleet showed interest 
in carrying SPR oil during the drawdown period. Owners of about 
a dozen tank barges also indicated general interest. 

Relying solely upon the small amount of excess capacity in the 
Jones Act fleet to carry 30 million barrels of oil in 30 days on an 
emergency basis would have made the United States unable to 
meet its international obligations and effectively address the Liby-
an oil supply disruptions. Thus, waivers of the Jones Act were con-
sidered. 

The Department of Homeland Security’s Customs and Border 
Protection is responsible for waivers of the Jones Act. MarAd’s role 
is to determine the availability of Jones Act vessels to perform the 
required carriage and advise CBP of its findings. CBP, as you 
know, makes the final decision on whether or not to issue a waiver. 

During the 2011 SPR drawdown, MarAd provided CBP with 
availability determine for each requested waiver. MarAd considered 
each waiver request individually and made determinations based 
on its own survey of the maritime industry regarding whether ves-
sel operators were interested and available. 

In certain cases, MarAd found available Jones Act vessels and 
advised CBP accordingly. As a result, all SPR oil was moved quick-
ly to market without major disruptions to the regular commercial 
movement of oil. In fact, one shipment was moved on the Jones Act 
vessel, as you pointed out, an apparent first for a major drawdown 
of the SPR. 

The Obama administration firmly believes that Jones Act imple-
mentation is consistent with the drawdown of the SPR. That is 
why we did it. MarAd’s goal is to maximize the use of available 
Jones Act vessels during an SPR drawdown, and MarAd believes 
this can be accomplished without impacting a drawdown’s effective-
ness. 
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Future SPR drawdowns, should there be any, may lead to addi-
tional opportunities for Jones Act vessels as MarAd is worked with 
DOE, DHS, and DOD to strengthen SPR auction processes to fur-
ther include opportunities for Jones Act carriers. 

Mr. Chairman, thank you for this opportunity to discuss MarAd’s 
role in the SPR drawdown process. I am happy to respond to any 
questions you and members of the subcommittee may have. 

Mr. LOBIONDO. We thank you very much. I am first going to turn 
to turn to Mr. Larsen for questions. 

Mr. LARSEN. Thank you, Mr. Chairman. 
Thank you, Mr. Secretary. 
Contrary to your statement, the maritime industry will insist 

that there was available capacity in the U.S.-flag tanker and barge 
fleet to carry a substantial portion of the 30 million barrels. I am 
not sure how you made the statement that you did, but I think I 
would like to hear specifically can you tell us on what basis the 
DOE, CBP and MarAd conclude that American vessels were not 
available. 

Mr. PORCARI. OK. I would be happy to, and it is an excellent 
question. 

Let me first go back to this SPR release itself, and as the Chair-
man correctly pointed out, it began with a blanket waiver of the 
Jones Act. It is important to point out that the Maritime Adminis-
tration and the Secretary quickly got involved at the highest levels 
to make it clear that we wanted to make Jones Act vessels eligible 
and that we believed that a case-by-case determination of Jones 
Act eligibility was the best way to do that. 

Just to run through the math quickly, there were a total of 56 
U.S.-flag tankers that were coastwise qualified. Eleven of these are 
dedicated crude carriers. Two of them were available during the re-
cent drawdown. 

On the tank barge side, there were 30 U.S.-flag coastwise quali-
fied tank barges. First on the tankers, of the two that were listed 
as available, upon further investigation, one was engaged under 
contract in Brazil at the time and would have taken 14 days to get 
to the U.S. coast. The other one was in dry dock. 

Of the available barges, as I mentioned, there are 30 coastwise 
qualified barges. Fifteen of the thirty had issues that could argu-
ably be said were impediments to their use. Three of them required 
shipyard work. Four required a Coast Guard waiver for not having 
crude oil washing systems. Seven were offered with the limitation 
that the charter had to clean the barges with three loads of heating 
fuel to make them suitable for the shipment, and finally, one of the 
barges did not have a vapor recovery system which prevented it 
from being used at certain of the loading locations. 

The fact is MarAd declined three nonavailability waiver requests 
because we believe U.S.-flag vessels of sufficient capacity were 
available on the timeframe required under our international obliga-
tions for the strategic petroleum reserve release. 

Mr. LARSEN. So can you talk to us about the role that the 
500,000 barrel lot size plays in excluding potential carriers from 
participating in the SPR drawdown and how that impacted U.S.- 
flag carriers, and where the 500,000 lot size comes from? 
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Mr. PORCARI. The 500,000 barrel lot size for the sale of the crude 
oil was set by the Department of Energy. The transport, the vessel 
transport of oil was originally set at 350,000 barrels. When we saw 
that there were two tankers that had less than 350,000 barrels of 
capacity but over 300,000, we prevailed upon the Department of 
Energy to lower that requirement from 350,000 barrels to 300,000 
barrels so that those two at the time what we thought were avail-
able tankers would qualify for that. So we actively engaged with 
DOE, and I would say that DOE was quite willing to lower the 
350,000 barrels to 300,000 barrels for the transport of it. 

Ultimately, as I mentioned, those two tankers were not available 
in the timeframe for specific reasons, but both through that release 
and should there be future releases, we believe one of the impor-
tant things that we can and will do is work aggressively with De-
partment of Energy based on real availability of U.S. tankers and 
tank barges to write them into and make the Jones Act vessels eli-
gible as much as possible. 

Mr. LARSEN. It would seem that would be at least the spirit of 
the Jones Act, if not the law. Does the 500,000 barrel lot size create 
a barrier to participation for U.S.-flag carriers? 

Mr. PORCARI. It is my understanding—— 
Mr. LARSEN. So my understanding, that is a purchase lot size. 
Mr. PORCARI. Right. 
Mr. LARSEN. And then from there it could be divvied up or aggre-

gated after that. 
Mr. PORCARI. Exactly. It is important to distinguish between the 

purchase lot size of 500,000 and the vessel transport lot size. And 
given the makeup of the U.S. fleet, tankers and tank barges, we 
think that having the number as low as possible for maximum eli-
gibility is important. 

It is also critical, obviously, that the true availability be within 
the timeframe designated in the SPR release. We believe very 
strongly in the Jones Act. It is akin to an insurance policy that the 
Nation has, and you cannot buy insurance after your house is on 
fire. 

When we need the Nation’s Jones Act fleet and at least as impor-
tantly, the U.S. crews that come with it, whether it is a natural 
disaster or a defense emergency, we cannot build a fleet then. We 
think this is an opportunity for the Jones Act fleet, just as we have 
prevailed upon the Ex-Im Bank and Energy to start using Jones 
Act vessels for project cargos where they were not specifically in-
cluded before; we see this as an opportunity. And, again, I would 
point out that the two previous releases by the George H.W. Bush 
administration and the George W. Bush administration had a blan-
ket waiver of the Jones Act. We do not think that is the right thing 
to do. 

Mr. LARSEN. The next panelist will have some, I think, points on 
the bidding process, and so I want to find out there are some book-
ends in this debate regarding the role of SPR bidders. It is my un-
derstanding that oil purchasers and traders requested that their 
entire lot be transported in one trip, but that was not a require-
ment of DOE’s Notice of Sale. 

So why do we agree to these requests when the evidence is clear 
that it can unfairly disadvantage U.S. carriers? 
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Mr. PORCARI. We had, at the time, and subsequently have had 
very productive discussions with DOE about optimizing the ability 
of U.S.-flag fleet, given the fleet mix that we have, to participate 
in these releases balanced with at the end of the day this SPR re-
lease is for national strategic reasons, and the timing of it in most 
cases is dictated by international releases designed to impact the 
market positively. 

We think we have certainly learned lessons from this first ever 
attempt to bring the Jones Act vessels into an SPR release. We 
have had very good discussions, including with industry. It is im-
portant to point out that we convened a meeting with industry 
after this release, and one of the clear homework items that we 
have collectively is we need and industry needs to provide better 
real time, true availability information so that in determining 
whether there are Jones Act vessels available, we know whether 
they are truly available in that timeframe, if they’re of sufficient 
size, and if they can work in the loading facilities that DOE has 
designated. 

We think working closely on those on an individual basis in the 
future will actually maximize the ability to use Jones Act vessels. 

Mr. LARSEN. Do you think the desires of the purchasers of the 
SPR oil to use large, foreign-flag vessels puts pressure on DOE and 
you to supersede clear Federal law on Jones Act to require Amer-
ican vessels first? 

Mr. PORCARI. I do not, sir. I think that originally there was a 
blanket waiver and we prevailed in an interagency discussion to 
have a case-by-case waiver process shows that it can and will work. 
Again, I think it is clear, and I think that industry would agree 
there are clear lessons learned from this release that we can do it 
more effectively in the future. 

In this day and age real time true availability information is one 
of the ways we need to do that. But I think it is clear, and this 
administration has been very strong in supporting the Jones Act 
and supporting U.S. manufacturing and industries in general. This 
is an across the board attempt by the administration to maximize 
U.S. jobs, maximize U.S. employment, and quite frankly, to keep 
the Jones Act fleet viable for the reasons stated in the original 
Jones Act. 

Mr. LARSEN. Mr. Chairman, I have just one more set of questions 
for this witness right now if you do not mind. It has to do with the 
future. 

And can you be more specific about what steps the administra-
tion is doing to ensure full compliance with the Jones Act and new 
requirements enacted by this Congress last fall with respect to the 
waiver process in the event of another drawdown this year, know-
ing full well, I think, that that probably runs out September 30th? 
But this Congress has shown a clear intent on what we want to 
see happen clearly after the existing authority runs out. 

Mr. PORCARI. I will be happy to. And, first, Congress’ intent is 
very clear, and I would say it is very consistent with what the ad-
ministration wants to do. The nature of an SPR release is that 
there is little or no warning. So it puts a premium on having our 
act together and having an interagency process in place in advance 
before any SPR release is announced. 
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We have had ongoing and very extensive discussions at the sen-
ior levels, for example, with my counterparts in both the Depart-
ment of Energy and the Department of Homeland Security on how 
we can do the process better in the future. That includes an active 
partnership with industry on an ongoing basis so if there is a snap 
decision to have an SPR release, the process is in place. The avail-
ability information is better known. 

In this release, for example, the Maritime Administration by 
email had previously used brokers to survey availability. They sent 
out an email to industry at the time. We think there are better real 
time ways to have that kind of information including if there are 
vessels that are under short-term contract that can get out from 
those contracts and do this work, knowing those kinds of particu-
lars. 

Mr. LARSEN. There may be further questions for the next pan-
elist I have, but I yield back. 

Before I do, I just want you to know I have to step into the ante-
room to visit my hometown Boys and Girls Club folks. So I will just 
be right there, but I will be right back. 

Mr. LOBIONDO. And, of course, you will be listening as you are 
in there, right? 

Mr. Cravaack. 
Mr. CRAVAACK. Thank you, Mr. Chair. 
I appreciate it, Mr. Secretary, your being here today. 
Section 501(b) of the Title 46 requires administration of MarAd 

to determine the suitability of Jones Act qualified vessels are not 
available to carry the cargo before a waiver can be granted, cor-
rect? 

Mr. PORCARI. Correct. 
Mr. CRAVAACK. OK. How did MarAd determine the nonavail-

ability of U.S.-flag vessels for the SPR drawdown? 
And did MarAd reach out to the U.S.-flag industry? 
Mr. PORCARI. Yes, we did reach out to the U.S.-flag industry. 

Availability means available within the timeframe of the SPR re-
lease, including the total movements required for that particular 
lot sale, meeting the technical requirements, whether it’s Coast 
Guard licensing, vapor recovery systems, having the tankers or the 
tank barges in a condition where they can receive crude oil. They 
may require cleaning, for example. Those all are a part of that. 

We then make that information that determination available to 
Customs and Border Protection in the Department of Homeland 
Security, who ultimately makes the waiver determination. 

What we are focused on going forward is being able to do that 
as quickly in as real time a basis as possible, and our intention is 
wherever possible to make opportunities available for the Jones Act 
fleet rather than having them written out in a blanket way by 
blanket waivers as has been done previously. 

Mr. CRAVAACK. OK, sir. Thank you very much. 
And with that said then, according to data provided by MarAd, 

only one U.S.-owned, built, flagged, and crewed vessel moved SPR 
oil during the 2011 drawdown. That vessel moved less than 1 per-
cent of the total SPR oil that moved on the water. 

So are you saying, sir, it is the DOC’s position that there was 
only one qualified Jones Act vessel available at that time? 

VerDate Aug 31 2005 13:36 Aug 13, 2012 Jkt 000000 PO 00000 Frm 00030 Fmt 6633 Sfmt 6633 P:\HEARINGS\112\CG\6-27-1~1\75375.TXT JEAN



9 

Mr. PORCARI. Actually, sir, we declined three nonavailability 
waiver requests. One of the three ultimately resulted in the barge 
movement that you mentioned. The other two were shipped by 
other means, perhaps pipeline. I am not sure, but we did this on 
a case-by-case basis based on that lot of shipment, the best real 
time information we had on availability, and meeting that time-
frame. 

And, again, everything else being equal, the larger the vessel, the 
less movements that are needed and the easier it is to meet the 
timeframe. 

Mr. CRAVAACK. OK. Then how many waivers were actually 
granted for foreign-owned, built, flagged, and crewed vessels for the 
2011 drawdown? 

Mr. PORCARI. I believe the number is 44, but I need to go back 
and verify that. 

Mr. CRAVAACK. OK. Forty-four, and again, only 1 percent of U.S.- 
flag maritime fleet vessels could actually rise to the occasion? 

Mr. PORCARI. One of the things that we found, Mr. Cravaack in 
actually doing the determinations, and it is both a good news and 
a bad news scenario, is that much of the U.S.-flag fleet was en-
gaged, was under contract or subcontract, and actually was work-
ing at the time. We believe that with better information and with 
more real time information, we should have better availability, but 
it will entirely depend on the market conditions at the time. 

The status of the Jones Act fleet, if it is employed elsewhere, the 
timing of the release, again, this is the first time that any adminis-
tration has tried to use the Jones Act fleet during an SPR release. 
We believe, just like we have done with project cargos with the Ex- 
Im Bank and with the Department of Energy, that it is an oppor-
tunity to write the Jones Act fleet into rather than exclude it from 
business. 

Mr. CRAVAACK. I truly believe that a strong maritime fleet is es-
sential to our national security. 

Mr. PORCARI. It truly is. 
Mr. CRAVAACK. I am a strong proponent of that. So with that 

said, what outreach has MarAd had with the representatives of 
U.S.-flag industry and labor in the wake of the 2011 SPR draw-
down to address their concerns and the concerns that you just 
spoke about right now? 

What are we doing to make sure that our fleet is ready to go 
when we need her? 

Mr. PORCARI. One of the things that we did in the wake of the 
last SPR release was the Maritime Administrator and I convened 
a meeting with industry, Mr. Allegretti and others, on this specific 
issue and partly to deconstruct the events during that release, but 
mostly looking forward how we can do this better together. 

Ultimately this has to be a partnership. We believe very strongly 
in this partnership, and we think that by being smart and quick 
about this process that we in the future, should there be a future 
SPR release, that we can actually have better participation by the 
Jones Act fleet, again, depending on its actual availability. 

Mr. CRAVAACK. Thank you, Mr. Chairman. I appreciate your in-
dulgence of the time, and I yield back. 

Mr. LOBIONDO. Thank you, Mr. Cravaack. 
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Actually Mr. Larsen and Mr. Cravaack covered an awful lot of 
what I had, but to go over this a little bit more, so you are, I think 
actually admitting that there was a de facto 500,000 barrel lot size 
threshold. 

Mr. PORCARI. For the sale, not necessarily the transport, Mr. 
Chairman. In other words, the DOE sale advertisement had a 
500,000 barrel minimum for bidding on it. It was our intention and 
in our discussions with DOE we wanted to make sure that the 
transport by any successful bidder was in quantities small enough 
that the U.S.-flag fleet could actually use it. 

So, again, DOE originally had 350,000 barrels as the minimum 
threshold. There were not any available U.S. tankers at 350,000. 
There were two potential available tankers at 330,000. We got 
DOE to lower that to 300,000 because we wanted those tankers to 
be used. 

Mr. LOBIONDO. So how many actual shipments were less than 
500,000? 

Mr. PORCARI. I do not know offhand, and on a lot by lot basis 
we will be happy to get that information. 

Mr. LOBIONDO. You know, we are not trying to give you a hard 
time, but this just kind of is not gibing here that only, you know, 
1 percent of the movement can come from U.S.-flag vessels, and we 
just need to try to get to the bottom of it. But mostly since we can-
not undo what was done, to try to understand this process for the 
future and, you know, if the industry was, you know, at 100 per-
cent employment and everything was fine, you know, OK, there is 
just not availability. But we are just getting a different story about 
the availability. 

So I do not want to be repetitive with the questions again be-
cause Mr. Larsen had most of these questions. I will leave it at 
that for now. 

I would like to make note that Mr. Cummings is wrapped up in 
a markup, but that he had questions specifically, and we will take 
them for the record so that Mr. Cummings can get his questions 
answered. 

And, Mr. Porcari, we thank you very—oh, Mr. Landry, thanks for 
joining us. OK. You are recognized. 

Mr. LANDRY. Thank you, Mr. Chairman. 
Deputy Secretary, this committee, I believe, is growing tired of 

me saying that I represent more Jones Act jobs than any other 
Member in this body. Twenty-eight thousand men and women are 
employed in my district because of the Jones Act. 

Considering this information, do you find it ironic that I also rep-
resent the destination of more SPR releases transported on foreign- 
flag vessels than any other Member in the country? 

In other words, all of the oil released or a vast majority of the 
oil that is released out of the strategic reserve is then shipped to 
my district, but not by American-flag vessels while at the same 
time, I represent more mariners than any other Member. 

Mr. PORCARI. I would classify it as an opportunity. We share the 
strong belief that the Jones Act both protects U.S. jobs and protects 
U.S. national interests, and the purpose of reversing what had pre-
viously been a blanket waiver in all cases on releases and going on 
a case-by-case basis was to provide whatever opportunities we pos-
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sibly could for Jones Act vessels and their U.S. crews to partici-
pate. 

And we think we clearly learned lessons from this release. 
Should there be another one in the future, sir, we believe that a 
close partnership with industry and better real time information 
will allow us to maximize the Jones Act participation. 

Mr. LANDRY. Are you saying that the lessons that were learned 
move you so that if we have another release that the process that 
you would use would be more transparent and more applicable to 
sticking to the preamble of the Jones Act? 

Mr. PORCARI. First, in terms of transparency, we posted the ves-
sel availability on the MarAd Web site as a way to make sure we 
got the word out. I think from a policy point of view, the most im-
portant decision was made immediately, which was unlike previous 
administrations not to grant a blanket waiver and just waive the 
Jones Act, but instead to focus on opportunities to get Jones Act 
vessels and crews involved. 

We agree with both the letter and the spirit of the Jones Act in 
the sense that it exists for a reason, and that reason is that it is 
in the vital interest of the United States to have a strong U.S.-flag 
fleet and even more important than the vessels themselves in some 
ways, the crews, the U.S. crews. 

Mr. LANDRY. So are you saying that you believe that you all went 
through every possible scenario and worked diligently to uphold 
the preamble of the Jones Act in the process that you all used in 
granting these waivers? I mean, do you feel that today or do you 
feel that moving forward you can do a better job of insuring that 
American-flag vessels have an opportunity to carry it? 

Because it bothers me that while mariners that I represent sit 
on a dock, they get to watch a foreign-flag vessel pass their dock 
with oil, with oil paid for by their hard earned tax dollars, and that 
oil is being transported by foreign-flag vessels. 

And I am just trying to ensure that me and you have an under-
standing and that what you’re telling this committee is that, look, 
maybe we did not do as good of a job as we could. I mean, you feel 
like you have, and that is what I am trying to understand. Do you 
think that you can take some steps in the future that would fur-
ther strengthen the ability of U.S.-flag vessels to have a seat at 
this table? 

Mr. PORCARI. The short answer is yes. We believe there clearly 
are steps that we can take in partnership with industry to do a bet-
ter job. As with anything else, we should be learning from experi-
ence, and this was the first time that anyone tried to get the Jones 
Act fleet involved in an SPR release. 

Mr. LANDRY. And let me just tell you I appreciate the fact that 
you recognize that you can do a better job. Not many people come 
before us and admit, and I think that is very noble of you. I want 
you to know that, and I hope that you live up to that word and the 
next time we do a better job of getting more U.S.-flag vessels in-
volved. 

Mr. PORCARI. Sir, there is not a day that goes by that I do not 
realize I can do a better job, and we should all be learning from 
it. I very much look forward to working with you going forward 
should there be another release. 
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And in the nature of the releases, it is quick and with no warn-
ing so that it can impact markets. That puts a premium on doing 
the work upfront very collaboratively. We have had some very good 
collaborative work with our colleagues at the Department of En-
ergy and the Department of Homeland Security and others in both 
lessons learned and should there be another release, how it can be 
done better, just as we are doing with trying not to grant Buy 
America waivers on the manufacturing side, just as we are doing 
with the Ex-Im Bank agreement that we have where they are 
using U.S. vessels and we are not in the same way before, and just 
as we are doing with the Department of Energy. It was not nec-
essarily using U.S.-flag ships for project cargo shipments and they 
are now. 

We see every one of these as an opportunity, even if it is at the 
margins. These margins add up to strengthen U.S. jobs and to get 
maximum U.S. employment for the Jones Act that we need in case 
of emergency. 

Mr. LANDRY. Thank you, Mr. Chairman. I yield back. 
Mr. LOBIONDO. Thank you. 
Mr. Cummings. 
Mr. CUMMINGS. Thank you very much, Mr. Chairman. 
Deputy Secretary Porcari, a waiver was issued. First of all, it is 

good to see you again. 
Mr. PORCARI. It is good to see you. 
Mr. CUMMINGS. A waiver was issued to Marathon Petroleum on 

July 25, 2011, which stated and I quote, ‘‘You have purchased 1 
million barrels of crude oil from the SPR, and this portion rep-
resents 500,000 barrels.’’ 

The waiver noted that MarAd had made a nonavailability deter-
mination regarding the subject request. Looking at MarAd’s non-
availability determination it states, and I quote, ‘‘We have found no 
single U.S.-flag vessel available to carry the entire lot of cargo in 
one trip as requested by Marathon.’’ 

Similarly, on July 20th, a waiver was issued to J.P. Morgan Ven-
tures Energy Corporation for the movement of 500,000 barrels of 
a $1.5 million barrel purchase from the SPR. Regarding this waiv-
er, MarAd wrote, and I quote, ‘‘We found no single U.S.-flag vessel 
available to carry the entire lot of cargo in one trip as requested 
by J.P. Morgan.’’ 

The question is this. It is my understanding that there were 
Jones Act qualified vessels capable of carrying oil released from the 
SPR. Why were the Jones Act waivers for Marathon and J.P. Mor-
gan Ventures and for dozens of other firms issued? Why is that? 

Mr. PORCARI. Mr. Cummings, we tried to make sure we had good 
information on availability. I do not know those two specific ones 
on July 25th and 20th of the top of my head. What I would like 
to do because I want to give you a precise answer is actually go 
back and make sure we review those records and find out the par-
ticular circumstances of those. 

Each of the waiver requests was based on availability at that 
specific time, based on that specific shipment and with whatever 
other parameters were specified. So I cannot specifically comment 
on those two without some further research, but I would be happy 
to do that. 
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Mr. CUMMINGS. In these cases, Marathon and J.P. Morgan were 
already moving less than the entire amount of the oil they had pur-
chased. Given that the Jones Act is the law of the land, I want to 
know, and I am sure you can get back to me on this, why were 
Marathon and J.P. Morgan required to break down their shipment 
sizes and move only the number of barrels that could be carried on 
Jones Act qualified vessels? 

In other words, why would MarAd write that there was no single 
U.S.-flag vessels available to carry the entire lot of cargo in one 
trip as J.P. Morgan requested? And why was J.P. Morgan not re-
quired to change its request or use more than one single vessel so 
that it could comply with the law? 

That is what I am concerned about. 
Mr. PORCARI. It is a fair question, and I would like to get you 

the particulars on that. I do know the timeframes of the actual 
transport are one of the variables that were important, but these 
are two specific transactions, and I think we need to look into those 
specifics. 

I would further comment that this was sea change, if you will, 
for the bidders. In other words, up until this time when the Obama 
administration specifically tried to make Jones Act vessels avail-
able, all previous releases got blanket waivers. Bidders on SPR oil 
never had to think about or worry about U.S.-flag fleet availability. 

We have all learned lessons from this release. One of the lessons 
is by the bidders who need to understand and I think now do un-
derstand in a much more specific way that we are serious about 
this and that they need to really work to find availability, and so 
I will get back to you on those two. 

Mr. CUMMINGS. One last thing. Based on the emails available to 
the committee, was not MarAd aware at the time that it was 
issuing nonavailability determination that lots of 500,000 barrels 
might exceed the carrying capacity of all Jones Act qualified ves-
sels? If so, did MarAd inform the Department of Energy that the 
lots should be broken into smaller sizes to ensure it could move on 
Jones Act compliant vessels? 

Mr. PORCARI. Yes, my understanding is the two things. The min-
imum bidding quantity that DOE specified which was 500,000 bar-
rels and then separately the transport, which could be less than 
500,000 barrels, I am told that 500,000 is basically a yardstick in 
the industry that they use. 

Our contention then and now is that does not mean you have to 
transport 500,000 barrels in one crude carrier, which would exclude 
all but the largest U.S.-flag ships that are fully engaged in Alaska 
trade, for example, that the transport could be in smaller quan-
tities. That is why when DOE first put out 350,000 barrels as the 
minimum for transport, we prevailed on them to lower to 300,000 
because it would allow two U.S. tankers that we thought were 
available at the time to actually transport the oil. 

Mr. CUMMINGS. I see my time is up. Thank you very much. 
Mr. LOBIONDO. Mr. Cummings, for your information, the Depart-

ment of Energy and the American Petroleum Institute were both 
invited today, but declined our invitation. I think I could guess 
why. 

Mr. CUMMINGS. I thank you, Mr. Chairman. 
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Mr. LOBIONDO. Mr. Harris. 
Dr. HARRIS. Thank you very much, Mr. Chairman. 
And, Mr. Deputy Secretary, it is good to see you again, and 

thank you for the work you did for Maryland as our Transportation 
Secretary. 

Let me follow up on the gentleman from Maryland and what he 
asked because according to press reports, you know, well, I guess 
it was almost a month before those determinations were made for 
Marathon and J.P. Morgan that the Congressman referred to. Sen-
ior officials from DOE, MarAd, you know, conducted a conference 
call with potential drawdown. This is a month before they grant it, 
where a senior DOE official indicates that Jones Act waivers would 
be granted to bidders carrying 500,000 barrels or more. 

Well, if I were them and I had a DOE official that said, ‘‘Oh, just 
say you are going to transport 500,000 because we will get the 
waiver,’’ that sounds like, you know, someone either was not aware 
of the Jones Act or the importance of the Jones Act to maintaining 
our fleet and the economic importance. 

Now, I find this a little interesting because the Department of 
Energy comes before our committee and the Science, Space and 
Technology and all the time talks about creating American jobs, 
and this is one of the goals of the department and all, and here is 
a DOE official a month before waivers are granted that specifically 
the reason for the waiver is that the bidder asked to transport 
500,000 barrels. Well, a month before, they were told, ‘‘Well, basi-
cally you might as well ask for it because we are going to grant 
you the waivers.’’ 

What is going on? I mean, why is the DOE involved? They are 
not involved in the waiver process, are they? 

Mr. PORCARI. No, they are not specifically involved in the waiver 
process, and in fairness to our DOE colleagues, the two previous 
SPR releases by two previous administrations had blanket waivers. 
This is not a process that they had been through before, and we 
worked very closely with them and very aggressively to make sure 
wherever possible Jones Act vessels could be included. 

I cannot comment on the specifics of the press report. I do not 
know it offhand, and I am leery about press reports in general, but 
there was certainly an education process with industry, with the 
bidders on the crude oil for the Jones Act process. 

To the extent they were familiar with it, they may not have been 
familiar with all of the details and the fact that the waiver where 
the Maritime Administration part of it, sir, is we determine wheth-
er vessels are available based on those individual circumstances, 
and then Customs and Border Protection in DHS actually either 
does or does not issue a waiver based on that. 

So it is a partnership in that sense. Industry had a number of 
questions about this. We tried to answer those questions, and I am 
talking about the industry bidding on the oil in this case. We in 
DOE tried to answer those questions. 

I think going forward, they clearly understand how serious we 
are about using wherever possible Jones Act vessels and crews. 

Dr. HARRIS. Sure. No, and I appreciate that, you know, we say 
that in the past it has been done, but in the past we are not in, 
you know, the third year of what the President admits is the larg-
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est economic downturn since the Great Depression. I mean, this is 
not the same instance. 

We had an opportunity to use American-flag vessels with Ameri-
cans, American labor, and we decided not to. And so one question 
I have is, is the DOE involved? 

The DOE in previous administration did not have the authority 
to give waivers either, did they? You said the DOE official just, I 
guess, assumed it because previous administrations had done it? 

Mr. PORCARI. What had happened previously, and I would re-
spectfully disagree with the contention. We saw this as an oppor-
tunity to bring the U.S.-flag fleet in rather than exclude it. 

There have been two SPR releases prior to this one by the 
George H.W. Bush administration and the George W. Bush admin-
istration. 

Dr. HARRIS. Sure. No, I understand the history, but you know, 
is it true that only 1 percent of the oil was delivered on U.S.-flag 
vessels? 

Mr. PORCARI. We basically did not grant three waiver requests, 
and two of them ultimately used other means to transport the oil. 
The one waiver request that we denied or that we recommended 
denial, DHS denied and it was complied with, transported about 
150,000 barrels. That is right. 

Dr. HARRIS. Out of how many? One hundred and fifty thousand 
barrels out of how many? 

Mr. PORCARI. The total release was 30 million. 
Dr. HARRIS. Well, I suspect that we could probably do a little bet-

ter job than that in the future, and I hope we are serious about 
it. 

Can you get me information? I assume that the department was 
part of that conference call on June 28, 2011? 

Mr. PORCARI. We did have a Maritime Administration represent-
ative on that, and I will be happy to get you—— 

Dr. HARRIS. Could you determine whether that, in fact, is true, 
that on that call, you know, the DOE official indicated that waivers 
would be granted? 

And again, Mr. Chairman, I wish the DOE was here to answer, 
you know, under what authority they are making Jones Act deter-
minations in conference calls with bidders that I think the evidence 
shows resulted in what would be expected. If you are told that a 
waiver is going to be granted, why bother to look for an American 
vessel when you are already told upfront that waivers would be 
granted? 

Thank you very much, Mr. Chairman. 
Mr. LOBIONDO. Mr. Cummings, back to you. 
Mr. CUMMINGS. Thank you very much, Mr. Chairman. I am only 

going to take a few minutes. I just wanted to just say a few words. 
I am deeply concerned about the issuance of waivers to allow 

Jones Act qualified vessels to carry cargo between United States 
ports, including the issuance of waivers following the 2011 release 
from the Strategic Petroleum Reserve. The Jones Act is the law of 
the land. It is the cornerstone of our United States maritime capa-
bility, and it should be waived only in the interest of rarest of cir-
cumstances. 
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To increase transparency surrounding the issuance of waivers, 
Congressman Landry and I introduced H.R. 3202, the American 
Mariners Job Protection Act. The bill would require MarAd to in-
clude in its assessments of the availability of Jones Act compliant 
vessels information on the actions that could be taken that enable 
Jones Act qualified vessels to carry the cargo for which a waiver 
is sought. 

MarAd would also be required to publish its determinations on 
its Web site and provide notification to Congress when a waiver is 
requested or issued. 

I thank the Chairman, Mr. LoBiondo, and Ranking Member 
Larsen, as well as Ranking Member Rahall and other members of 
this subcommittee for their support. 

Congressman Landry and I most recently offered this legislation 
as an amendment to the National Defense Authorization Act of 
2012, and it was adopted. And I certainly hope that it will be in-
cluded in the final NDAA conference report. 

On July 15, 2011, I wrote to Secretary LaHood to inquire about 
the issuance of waivers to enable Jones Act compliant vessels to 
carry oil released from the Strategic Petroleum Reserve. On August 
29, 2011, Secretary LaHood provided copies of some documents as-
sociated with approximately 20 of the waivers. I appreciate the in-
formation Secretary LaHood provided, but I am deeply dis-
appointed in DHS and DOE are not here today to discuss this mat-
ter. 

I have tried without success to assemble all of the agencies that 
are involved in the waiver process, and again today I see that the 
agencies will simply not come together to provide the clarity we 
need about exactly how this process is conducted. 

I continue to believe that we need to get all of the parties to-
gether in one room to understand what occurred in 2011 and what 
steps need to be taken in the future to ensure that there is compli-
ance with the Jones Act. 

Thank you very much, Mr. Chairman. 
Mr. Landry, I understand you have a brief statement and/or 

question. 
Mr. LANDRY. Yes. Mr. Chairman, I just wanted to try to clarify 

an answer that the Deputy Secretary gave to Mr. Cummings a 
while ago when he mentioned or I thought I heard him say that 
DOE set the 500,000 barrel limit or you mentioned that the 
500,000 barrel limit came from DOE. 

Mr. PORCARI. It is in the DOE prospectus for sale of the SPR re-
lease. 

Mr. LANDRY. Well, Mr. Chairman, I am holding the Notice of 
Sale from I believe DOE, which says that the minimum delivery lot 
sizes are 100,000 barrels for pipeline and 300,000 barrels for ves-
sels. 

Now, nowhere in this notice do I see 500,000. In fact, we got to 
500,000 because someone slipped information to the industry tell-
ing them that if they went to 500,000 they would get the waivers. 

Now, you and I just had a discussion about how we move forward 
in helping our mariners in this country, and the way we help them 
is by making sure that when DOE says 300,000 barrels because 
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they know that we can use U.S.-flag vessels to move their cargo at 
this volume, that we try to adhere to it. 

So I just wanted to correct the record, Mr. Chairman, in that the 
Deputy Secretary said it was DOE that issued a 500,000 barrel 
limit, and would you like to retract that? 

Mr. PORCARI. No, there are two separate things here, Mr. 
Landry. One is the minimum bid amount that bidders for the oil 
can bid on, and that is 500,000 barrels. The delivery—— 

Mr. LANDRY. No, no, no. That is 300,000. 
Mr. PORCARI. The delivery of the product was 300,000 barrels. It 

was originally, I would point out, 350,000 barrels, and we prevailed 
upon DHS or DOE to lower that because we knew there were two 
tankers that could carry up to 330,000 barrels. 

So you are absolutely right about the delivery size at 300,000, 
and we specifically asked them to lower it from 350 which it origi-
nally was to 300 so that two U.S. tankers that we thought were 
available at the time could get that business. 

Mr. LANDRY. Did they get the business? 
Mr. PORCARI. They did not. Of the two tankers one was under 

contract in Brazil and the other one was either in or headed to dry 
dock. 

Mr. LANDRY. Thank you, Mr. Chairman. 
Mr. LOBIONDO. Mr. Harris. 
Dr. HARRIS. Thank you. 
Just a very brief followup because your testimony was that we 

actually shipped 150,000 barrels. That is the only shipment on 
American-flag vessel. 

Mr. PORCARI. Yes, and that was actually a barge. So, in other 
words—— 

Dr. HARRIS. So 300,000 was not the real minimum. I mean, that 
document says it is supposed to be 300,000. I mean—— 

Mr. PORCARI. They can always break up the shipment and do it 
with two or three barges, which is something that we encouraged 
wherever possible. 

Dr. HARRIS. So you could have broken up a shipment of 500,000 
into a 300 or a 350 and 150 also. 

Mr. PORCARI. That is correct. That is correct. 
Dr. HARRIS. So why was that not encouraged? 
Mr. PORCARI. It was, in fact, encouraged. Again, for the industry 

bidding on the oil, we encouraged them as part of this process to 
look at multiple shipments. So if they bid for 500,000 barrels, they 
had the ability to ship it on three barges or a tanker and two 
barges or whatever. 

Dr. HARRIS. And that was not encouraged in the June 28th 
phone call, that June 28th conference call. I guess you will try to 
get me the records, but again, apparently on that conference call 
DOE said 500,000 is OK and you’ll get a waiver. That does not 
sound like encouraging breaking up shipments. 

Mr. PORCARI. Well—— 
Dr. HARRIS. How did the department encourage breaking up 

shipments if not on a conference call like that when you have the 
bidders on the line saying, you know, ‘‘How are you going to ship 
this?’’ 
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I mean, again, it is just not apparent to me that that encourages 
breaking it up if you say, ‘‘Look. You are going to get a waiver if 
you request a shipment of 500,000.’’ 

Mr. PORCARI. No, it is a fair question. One of the purposes of a 
case-by-case waiver determination was to see with those particular 
circumstances on those dates within whatever parameters were in 
that particular bid, if there was a way to use U.S. vessels, any com-
bination of U.S. vessels. 

And we think one of the lessons learned, quite frankly, is that 
better real time information on combinations of vessels that might 
be available might well encourage more U.S. vessel usage, and we 
think going forward. And we have worked closely with our col-
leagues in Energy and DHS and others, for example, on tabletop 
scenarios since the last release to try to figure out the mechanics 
of encouraging and knowing to the extent possible U.S. vessel 
availability. 

Dr. HARRIS. OK. Thank you. 
Thank you for giving me that extra time, Mr. Chairman. 
Mr. LOBIONDO. OK. Mr. Porcari, I thank you very much for being 

here today. We are going to take a short, brief adjournment so we 
can move to, or recess so we can move to Panel 2, and we will be 
proceeding very directly. 

Mr. PORCARI. Thank you, Mr. Chairman. 
[Recess.] 
Mr. LOBIONDO. The committee will come to order. 
Our second witness this morning is Mr. Tom Allegretti, presi-

dent, The American Waterways Operators (AWO), and testifying on 
behalf of AWO and the American Maritime Partnership. 

Mr. Allegretti, thank you for being here. You are recognized. 

TESTIMONY OF THOMAS ALLEGRETTI, PRESIDENT, THE 
AMERICAN WATERWAYS OPERATORS (AWO), ON BEHALF OF 
AWO AND AMERICAN MARITIME PARTNERSHIP 

Mr. ALLEGRETTI. Thank you, Mr. Chairman, for the opportunity 
to testify today on behalf of AWO and the American Maritime Part-
nership. 

The domestic maritime industry shares your goals for today’s 
hearing, to shed light on the circumstances that gave rise to ap-
proximately 50 Jones Act waivers during last year’s drawdown of 
the Strategic Petroleum Reserve and to ensure that history does 
not repeat itself in the event of another drawdown this summer. 

The Jones Act is the law of the land for good reason. It 
undergirds the national security, homeland security, and economic 
security of the United States. What we witnessed last year was the 
hollowing out of the Jones Act by unelected agency officials. Taking 
a critical look back at that experience is essential to insuring that 
as we move forward, such a travesty never happens again. 

What happened last year was illegal and unacceptable. Adminis-
tration officials took actions that effectively excluded American ves-
sels owned by American companies, crewed by American mariners 
from transporting American oil between American ports. They did 
this by establishing an arbitrary, unwritten minimum lot size for 
vessel movements that had no basis in law. 
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Potential purchasers of SPR oil were promised Jones Act waivers 
in advance, and the administration delivered on those promises 
even as available American vessels and American mariners sat 
idle. The result, approximately 50 Jones Act waivers and only one 
lifting by a U.S.-flag vessel. More than 99 percent of the oil moved 
on foreign vessels with foreign crews. 

We appreciate the subcommittee’s oversight in probing how this 
disregard for the law could have transpired, and we are troubled 
that Deputy Secretary Porcari has not been joined today by officials 
from the Department of Energy. We hope that Congress will con-
tinue to press all of the departments that share responsibility for 
the mismanagement of last year’s SPR drawdown for answers to 
this fundamental question: how a Federal action intended to help 
the American economy could have been carried out under unwrit-
ten ground rules that expressly favored foreign companies and for-
eign workers to the detriment of Americans. 

We also hope that Congress will continue to press the adminis-
tration to clarify its plans to ensure compliance with the Jones Act. 
And with the new requirements governing the waiver process that 
you all enacted last fall, clarity is especially needed on the steps 
the departments will take to make full use of American vessels 
first in the event of another SPR drawdown. 

We appreciate DOT and the Maritime Administration meeting 
with AWO and AMP this spring to discuss the availability of Amer-
ican vessels and their suitability for the movement of SPR crude, 
but we are disappointed that the Department of Energy has been 
unwilling to meet with us, and we are especially troubled that the 
administration has not yet made clear what actions it will take to 
avoid a repeat of last year’s debacle. 

Chairman LoBiondo, Ranking Member Larsen, members of the 
subcommittee, I want to be very clear about what the American 
maritime industry is saying with respect to another SPR draw-
down. First, we are saying that the Jones Act requires the use of 
American vessels to move crude oil from the SPR to another U.S. 
destination. Nowhere does it say that American vessels must be 
used only if they meet arbitrary, unwritten criteria developed se-
cretly by an administration official. 

Second, we are saying that American vessels and American mari-
ners are available in substantial numbers to move SPR crude today 
and that they are fully capable of doing this work. We are not say-
ing that the domestic fleet has the capability to move all of the oil 
in a drawdown within a short period of time. 

And, third, we are saying that the administration should estab-
lish procedures that make clear that available American vessels 
will be used first and to the full extent of their capability and avail-
ability, and that Jones Act waivers will be issued only when no 
American vessels are available. 

Our message is simple. The law is clear. American vessel owners 
and American mariners are ready, willing and able to do what they 
do best, move cargo safely, securely, and economically for the ben-
efit of our customers and our country, but in order to do so we need 
the administration to follow the law. 

Thank you again for the opportunity to address this most serious 
situation today. 
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Mr. LOBIONDO. Thank you, Mr. Allegretti. 
An explanation offered by the Department of Energy and MarAd 

for not contracting Jones Act qualified vessels is that U.S.-flag ves-
sels carrying less than 500,000 barrels cannot meet berthing and/ 
or discharging parameters set forth by many receiving facilities. Do 
you believe this is true? 

Mr. ALLEGRETTI. I do not. But I will say this is reflective, Mr. 
Chairman, of the essential problem that we have with the adminis-
tration and which you heard repeated here this morning. There is 
a mentality that resides within the Department of Transportation 
and the Department of Energy that essentially starts from the 
premise that what are the impediments, was the word used in the 
Secretary’s statement submitted; what are the impediments to the 
use of American vessels and how do we deal with those impedi-
ments, and we have heard a range of them. 

American vessels are too small. They are too few. Well, what is 
the sufficient number that makes them not too few? What is the 
size that makes them not too small? 

All of the vessels that were available last year during the SPR 
drawdown in the barge fleet exceeded the minimum lot size in the 
DOE Notice of Sale, which was 40,000 barrels. 

We also hear that what you just said, DOE does not think that 
our vessels are capable of berthing at SPR terminals. That is incor-
rect, but it also is irrelevant. It is not a factor in the Jones Act. 

Then we hear that the size of our vessels is not consistent—and 
this is probably the part that is most Orwellian to me—not con-
sistent with the desires of the oil purchasers, with their transpor-
tation plans, and with purchaser preferences, as though these mat-
ters supersede the law. And when we ask the administration to 
consider that these are outside the ambit of the Jones Act, what 
we get back is a legalistic interpretation that it is within MarAd’s 
discretion to consider factors like loading windows, berth schedules, 
and cargo size in determining American vessel availability. 

And the end result of all of that is what you saw last year. There 
were more than 25 American-flag tank barges that were capable of 
lifting SPR oil during that drawdown, and not a single one of them 
got any work. 

Mr. LOBIONDO. Can you tell me what the difference was between 
the vessels that were bypassed by Department of Energy and 
MarAd during this 2011 drawdown and the vessels that delivered 
oil to the Strategic Petroleum Reserve in the first place? 

Mr. ALLEGRETTI. Well, there are two principal differences. As you 
all said, 99 percent of the oil was delivered on foreign-flag vessels 
with foreign crews registered under the laws of foreign nations. 
And so that would be one distinction. 

The other major distinction is the size, and so it raises this issue 
of the secret 500,000 barrel minimum, that the public documents 
that are available to folks in our industry say that if you have a 
tank barge in excess of 40,000 barrels, you are eligible to lift this 
oil. 

And so think about this, Mr. Chairman. I know that you and 
other members of the committee try to look at the effect of your 
laws on real men and women. So think about it from this perspec-
tive for a second. You are an American-flag barge owner. You are 
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probably a family-owned company. You have probably been in the 
business for three, four or five generations. You have reinvested 
the profits of your company consistently back into the business pro-
viding good jobs in your community and around the country. You 
play by the rules. You have complied with all of the new require-
ments of OPA–90, which means that over the course of the last 20 
years, you have invested hundreds of millions of dollars in the re-
capitalization of your fleet. 

And so you now have a fleet of vessels that are technologically 
advanced, state-of-the-art, the very model of efficiency for coastwise 
transportation, and you hear that the administration is going to 
draw down the SPR, and you look at the Notice of Sale, and it says 
40,000 barrel minimum. You think, ‘‘Well, great. I have got plenty 
of vessels that are more than 40,000 barrels that are available, and 
I would be interested in that work.’’ 

And then you wait for the phone call. You wait for the oil com-
pany or the oil trader or the charterer to call you and ask you 
about the availability of your vessel, but no phone call comes in. 

And then the next thing you hear is that the Maritime Adminis-
tration has made a declaration that there are no American vessels 
available to lift this cargo, and you look out your window and you 
have got vessels sitting idle at your dock. 

So if you are an American vessel owner, you have to be extraor-
dinarily concerned about how this process went. I said it was ille-
gal. You know, it was also unfair, and I think what it points us is 
that this process utilized by the Maritime Administration to deter-
mine the availability of vessels really was a sham. 

Mr. LOBIONDO. Well, I appreciate that, but let me maybe ask 
this a little bit differently because I want to make sure I under-
stand this correctly. 

Is it not true that the vessels that were bypassed are the same 
type of vessels that made the original deliveries? 

Mr. ALLEGRETTI. Absolutely, Mr. Chairman. I am sorry if I mis-
interpreted your question. That is absolutely true. The original fill-
ing of the Strategic Petroleum Reserve was done by a company no 
longer in business by the name of Coastal Towing, which had the 
contract for the original filling. Coastal Towing’s barges were all in 
the neighborhood of 20, 25, 30,000 barrels. 

So we filled the Strategic Petroleum Reserve with smaller 
barges, and it is also, in fact, true that as the reserve has had to 
be replenished, we have use ATVs to do that. These are the very 
vessels that were overlooked last summer during the drawdown. 

Mr. LOBIONDO. OK. Thank you, Mr. Allegretti. 
Mr. Larsen. 
Mr. LARSEN. Thank you, Mr. Chairman. 
Thank you, Mr. Allegretti, for coming today. 
You say that in the industry there are 25 or so available vessels. 
Mr. ALLEGRETTI. Last year. 
Mr. LARSEN. Yes, right. Sorry. Last year. Secretary Porcari sort 

of went down a list by number and category of vessels that were 
not available for whatever reason. 

I did not do the math and add those up. I do not know that they 
added up to 54. I do not know if you did the math. It is possible 
it added up to 29, leaving the 25 available. Can you give us your 
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evaluation of the list that Mr. Porcari gave us, the reasons why 
and the number of vessels not available? 

Mr. ALLEGRETTI. I would be happy to. And I might pivot off of 
something you said in your statement, Mr. Larsen. 

Mr. LARSEN. Sure. 
Mr. ALLEGRETTI. About looking for practical reforms. This is an 

area that would be rich in that regard. One of the things that the 
Maritime Administration does, which it is not well equipped to do 
is to evaluate the commercial market. So it asks questions about 
when is your next dry docking. What kind of cargo did you carry 
the last time? What are you going to carry the next time? 

These are questions the Government does not need to be involved 
in. There is an unbelievably efficient system of cargo transportation 
in the United States that works perfectly day in and day out. The 
essence of what oil companies do for the movement of their cargos 
is to work with vessel owners and figure out how do I get this cargo 
from this place to this place. What is the most efficient way to do 
that? What vessels are available? How do I reposition vessels to 
make this work? 

These decisions go on every single day. So to have the Govern-
ment try to micromanage the connection between a particular cargo 
and a particular vessel is really absurd. We could simplify this 
process and, I think, enhance the integrity of the Jones Act by 
doing one simple thing. We can say the Jones Act is the law of the 
land. You shall use American vessels first until there are no Amer-
ican vessels. 

So using the scenario of last year’s drawdown, if the Department 
of Energy had not given advanced warning to the oil purchasers 
that it was going to give them automatic Jones Act waivers, all 
they needed to do was ask, and had said instead, ‘‘It is our expecta-
tion that you will follow the law and that you will contract with 
American vessel companies to move your cargo until there are none 
left,’’ those guys would have figured out how to get that cargo to 
market, believe me, and we would not have had all of this kind of 
Maritime Administration management of what the list actually 
says. 

Mr. LARSEN. Does MarAd and DOE have access to this database 
for cargo transportation vessel availability? 

Mr. ALLEGRETTI. Well, there are two answers to that question. 
Last summer the list that Deputy Secretary Porcari was referring 
to was actually a Maritime Administration list that was on 
MarAd’s Web site. It reached out to vessel owners, said, ‘‘What do 
you have available?’’ and compiled that information, and it updated 
it on a regular basis. 

We found that that system did not provide sort of all of the detail 
and clarity that they were looking for. So one of the things that 
came out of our conversations this past spring with Secretary 
Porcari and the folks at MarAd was for us to try to help them put 
together a better list with more specificity about vessel availability 
and timeframes of availability, which we have done, and which we 
have shared with them. 

And so that list shows that at this point in time we have avail-
ability in the next 30 days more than 30 American-flag vessels 
with a capacity of somewhere between 50 and 150,000 barrels each, 
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with an aggregate capacity of about 21⁄2 million barrels. That is 
where we stand today. 

Mr. LARSEN. So if there was an SPR drawdown today of 30 mil-
lion on the same level they had last year, you could do 21⁄2 million 
of that 30, but that would max out the U.S. industry today. 

Mr. ALLEGRETTI. That is right. We could do 21⁄2 million of the ini-
tial drawdown, but I would also point out that those vessels will 
become available again at some point in the timeframe of the draw-
down, and so part of what the reform has to do is to be looking at 
an ongoing basis about vessel availability. 

Mr. LARSEN. Right. Can you comment some on your views with 
regards to this 500,000 barrel lot size? 

And the question I had for Mr. Porcari had to do with whether 
or not that creates an artificial barrier to participation. Now, that’s 
a purchasing lot size, but in your experience in the industry, does 
it not seem obvious there might be some connection between those 
who are purchasing and those who are delivering? 

You buy 500,000; you want to deliver the 500,000. 
Mr. ALLEGRETTI. Oh, exactly. And that is the problem, that you 

know, I thought that the answers on that question were incom-
plete. It is true that the 500,000 refers partly to the purchase of 
the oil, and if it had gone from there to you may purchase in 
500,000 barrel lots, but you must deliver consistent with the re-
quirements of the law, that would have been fine and we would all 
be here today celebrating that action rather than protesting it. 

But that is not what happened. It was if you buy in 500,000, we 
will give you a waiver to transport it at 500. And I am sure the 
committee has this information available to it. If not, we would be 
happy to share it through our Freedom of Information Act request 
of the agencies. There are many documents that we have received 
and reviewed that make clear that although they never rescinded 
the 40,000 and 300,000 barrel minimums in their notice of sale, as 
a de facto matter they changed that to make it 500,000. And that 
is why there were 44 waivers of the Jones Act, because there was 
a de facto 500,000 barrel minimum, and there are no American 
vessels available to do that. 

Mr. LARSEN. Right. Back to the issue of potential reforms to the 
waiver process, do you have other contributions to that, to reform 
ideas? 

Mr. ALLEGRETTI. Well, you know, the simplest is simply if we 
could all start at the same premise, and I think that is part of the 
problem that we have. Secretary Porcari talked about active part-
nership with industry, and we certainly welcome that, but a part-
nership has to be based on kind of a mutual understanding and 
mutual basis of similar philosophy, and we do not have that here. 

We have the industry saying follow the law, and we have the ad-
ministration saying there are a bunch of impediments that get in 
the way of following the law. And I thought one of the things that 
was most troubling about Secretary Porcari’s testimony was he 
talked about looking for a process to bring us in, to bring the Amer-
ican-flag vessel industry in. 

We are already in. The law requires us to be in, and yet they see 
us on the outside and they see reforms that give us a greater op-
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portunity, as he put it, to participate. We have the first opportunity 
to participate under the law, not the last. 

So I would say if we could have a fundamental understanding 
about the premise from where we depart, that would be wonderful. 

Mr. LARSEN. Thank you. 
Mr. Chairman, thank you. 
Mr. LOBIONDO. Mr. Harris. 
Dr. HARRIS. Thank you very much. 
Let me ask. Obviously other shipments occur of oil between two 

American ports in everyday commerce in the United States. What 
percent of those shipments right now are delivered on Jones Act 
vessels? 

Mr. ALLEGRETTI. All of them. Between U.S. ports? 
Dr. HARRIS. Yes. So in everybody business conducted. 
To put it in perspective, what we are expected to believe is that 

although on everyday business 100 percent of shipments can be de-
livered on a Jones Act vessel, when normal commerce is conducted 
in the sale and purchase of oil, when the U.S. decides to sell part 
of its stock of oil, we can only do one-half of 1 percent? Am I miss-
ing something here? 

I mean, all of a sudden when the U.S. Government is the seller 
of the oil instead of some other producer, we can only ship 1⁄200 of 
it complying with Jones Act? 

Again, I am astounded. 
Mr. ALLEGRETTI. You are not missing anything, sir. 
Dr. HARRIS. OK. 
Mr. ALLEGRETTI. It goes to the issue of difference in the funda-

mental premise from which we depart. 
Dr. HARRIS. Right. Because I assume that when a normal con-

ventional trade of oil is made, the DOE and MarAd is not on the 
phone between the prospective purchaser and the seller saying, 
‘‘You know, do not worry about that Jones Act because if you just 
contract for 500,000 barrels with an American producer, do not 
worry. We will allow you to.’’ 

I assume that is not the way business is normally conducted. 
Mr. ALLEGRETTI. No, sir. No, sir. And actually one thing that is 

relevant to your question is that this industry, the coastwise trans-
portation of petroleum industry has undergone a fundamental 
transformation in the last 25 years. Part of that was driven by the 
requirements of OPA–90, which required double hauls, and so that 
spurred the reconstruction of all vessels going forward that want 
to participate in that trade. 

But the other thing that has changed fundamentally that is dif-
ferent than it was prior to OPA–90 is the partnership that exists 
between the oil companies and the vessel owners who transport 
their cargo where there is a fundamental partnership about how do 
we do this, what kinds of vessels do we want; are we both com-
mitted to flawless operations and no spills? And that is a very 
strong partnership, and so the state-of-the-art industry that exists 
today is part of that. 

And so you cannot have that partnership without them having 
a close commercial working relationship. 
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Dr. HARRIS. So what you are suggesting is that the oil companies 
actually have a better relationship with the transport companies 
than the U.S. Government does, functional relationship. 

Mr. ALLEGRETTI. That is undoubtedly true. 
Dr. HARRIS. I also do not understand, and I guess I could have 

asked the Secretary although it is probably higher administration 
policy. What was the emergency about getting this oil shipped 
without complying with Jones Act? 

I mean once the decision is made that you are going to release 
the oil, its effect on the market is there. I mean, the market as-
sume 30 million barrels of extra production are there. If it is re-
leased today, tonight, tomorrow, next week, next month, the mar-
ket knows it is there. 

Is there an emergency that you can tell that meant we could not 
wait? Because as you suggest, some of these vessels could have 
been just recycled through the process. I mean, until we are lit-
erally on an everyday basis we ship 100 percent of that American 
produced oil. What was the emergency? Was there a perceived 
emergency? 

Mr. ALLEGRETTI. Well, there was an articulated emergency by 
the Department of Energy which laid out initially the goal of all 
of these cargos being into the economy within 30 days of the an-
nouncement of the drawdown at the beginning of July. 

Dr. HARRIS. And what was the purpose of that that you could 
tell? 

I mean, I am sorry. I have to ask you because the Department 
of Energy is not here to ask the question. But I mean, did some 
economist suggest that, you know, at 35 days it does not work? The 
effect is gone. At 40 days the effect is gone? Is this voodoo econom-
ics, oil economics out of the department? 

Mr. ALLEGRETTI. I mean, I do not know. I cannot tell you. I can-
not speak for them, thankfully, and I cannot tell you what their 
basis of 30 days was, but here is what I can tell you, that it was 
a false goal on their part, and they knew that they were not going 
to achieve it, and I think they used it as a mechanism to exclude 
American vessels from the process. 

Factually, although they had a 30-day goal, there were still car-
gos moving to terminal locations 90 days later. 

Dr. HARRIS. On foreign vessels. 
Mr. ALLEGRETTI. On foreign vessels. So they did not deliver the 

cargo for 90 days. So one has to conclude that somewhere in that 
90-day process there had to be room for American vessels to par-
ticipate. 

And I will add this. The Department of Energy has provided not 
once scintilla of evidence to show what it suggests, that by the use 
of smaller American vessels we would have had a materially dam-
aging effect on the President’s policy. There is no evidence to sug-
gest that. 

Dr. HARRIS. Well, thank you very much. 
And thank you, again, Mr. Chairman. 
Mr. LOBIONDO. Mr. Landry. 
Mr. LANDRY. Mr. Chairman, thank you. 
My friend Mr. Harris has it right on the point. You know, at my 

house my wife and I set down some rules for my 7-year-old, and 
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when he does not want to follow them, he can give me every excuse 
in the world why he should not have to follow that rule. That kind 
of sounds like where we are at in this issue. 

You know, it is like it is a missed opportunity by this agency. So 
if you break it down in simplistic terms, like Mr. Harris said, there 
was no immediate rush. These refineries were not running out of 
oil. Is that not correct? 

Mr. ALLEGRETTI. That is correct. 
Mr. LANDRY. So the immediate indication by the administration 

to the markets that it was going to make available 30 million bar-
rels of oil was in their mind supposed to have an effect on the mar-
ket to lower the price at the pump. That was the excuse, right? 

But then those refineries are not short of oil. They basically just 
stopped some foreign oil from coming into the refinery at that time, 
said, ‘‘Wait a minute. We do not need that shipment right now. 
Those tankers can sit off in the Gulf of Mexico, anchor down, and 
wait till we get this 30 million barrels.’’ 

Of course, what we know is that it is voodoo economics, Mr. Har-
ris. I mean, the whole thing was a scam, all right, to try to tell the 
American people that this administration was going something to 
lower the price at the pump, when it is real easy to do. You have 
just got to the bit in the ground down in the Gulf of Mexico. 

And so we could have easily just said, ‘‘Follow the law and allow 
American workers to transport that oil over a 30-, 60-, 90-, 100-day 
period of time,’’ than to try to shove all that oil into those refineries 
at that particular time because once they did that, those refineries 
simply picked up the phone and said, ‘‘Hey, Saudi Arabia. Send 
your oil back now because we have got all of the American oil we 
need, and now you can bring your tankers in.’’ 

Am I missing something? 
Mr. ALLEGRETTI. No, I do not think so, Mr. Landry. I think that 

you have described it perfectly. 
Mr. LANDRY. So really the agency just missed an opportunity to 

put Americans to work. So what we hear out of this administration 
and out of these agencies is how American jobs are so important 
to them and how their main goal is to create American jobs. And 
when they had an opportunity to create or preserve American jobs, 
they said no. Is that a correct statement? 

Mr. ALLEGRETTI. That certainly was the effect of the actions 
taken by the agencies last summer. 

Mr. LANDRY. And so to simply solve this problem, it just needs 
to be said that if we are going to release the oil out of the Strategic 
Petroleum Reserve, barring an emergency tantamount to refineries 
actually running out of crude, that there is really no excuse not to 
use American-flag vessels. 

Mr. ALLEGRETTI. In our view, sir, none whatsoever. 
Mr. LOBIONDO. Mr. Cummings. 
Mr. CUMMINGS. Thank you very much. 
Mr. Allegretti, you wrote in your testimony, and I quote, ‘‘To this 

day DOE, DOT and DHS have not provided a satisfactory expla-
nation for the American vessel unavailability determinations that 
amounted to a de facto blanket waiver of the Jones Act.’’ 

You also wrote that you have been unable to meet with the De-
partment of Energy to discuss this issue. At the time of the 2011 
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SPR drawdown, what steps did you and the Jones Act industry 
take to make MarAd and other agencies aware of the availability 
of Jones act qualified vessels to move oil released from the SPR? 

And what response did you receive from MarAd and other agen-
cies? 

Mr. ALLEGRETTI. Well, the process that MarAd had in place that 
time was to reach out directly to the owners of the vessels and to 
inquire of them what vessels do you have available and what time-
frames, and so they were compiling the list that appeared on the 
MarAd Web site at that time. 

And we found that the list was often inaccurate, and it also suf-
fered from these sort of governmental decisions about that vessel 
really is not available because it is scheduled to go into the dry 
dock next month. 

So we reached out to MarAd and we suggested a different proc-
ess where we would be able to provide them with more real time 
information, which we have done, and we would be happy to share 
that with the committee, the report that we have submitted to 
MarAd. We have given them now the second version of it, which 
we updated from the first. 

Mr. CUMMINGS. Now, when you presented that information, did 
you get any response? I mean, did they say, ‘‘Yeah, we got it. 
Thank you very much’’ or, ‘‘we are going to use this’’? Did they say, 
‘‘To hell with you’’? 

I mean, what did they do? What happened? 
Mr. ALLEGRETTI. Well, we did get a response the first time we 

submitted it and, you know, a polite thank you. We will take a look 
at it, and then we submitted an update a couple of months later, 
and I do not think we have actually received a response to that sec-
ond submission. 

Mr. CUMMINGS. And what kind of details, I mean, did you pro-
vide them with? I mean, when you say you gave them up to date, 
what does that mean? 

Mr. ALLEGRETTI. Well, we have reached out to our members, the 
members of American Maritime Partnership and AWO and asked 
them to tell us what vessels do they have available, and we asked 
them to do that in three basic tranches. One is vessels immediately 
available today to move SPR oil. 

The second tranche is vessels that will become available in the 
next 30 days, and then the third is vessels that might be reason-
ably available in the next 90 days, and then beyond that if it be-
comes very speculative. 

So we do list all other American vessels, but without a designa-
tion of their availability because we don’t have that information. 

So what this shows them, just to give you the snapshot of what 
this says, is that there are currently 31 vessels available on the 
spot market today or will be available in the next 30 days, and 
they have a collective capacity of about 21⁄2 million barrels of tank-
age. 

Mr. CUMMINGS. So subsequent to the drawdown, can you identify 
the agencies with whom you have met to discuss this issue, and 
what responses have you received from them? 

Mr. ALLEGRETTI. Well, we have met with, of course, MarAd and 
DOT, and I would say, you know, those are largely positive ex-
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changes, although we have not gotten to the place where we have 
a shared premise about what the law says. I would put it that way. 

We have been very disappointed in our outreach to the Depart-
ment of Energy. We actually had a situation where we were trying 
to set up a meeting. We think the Energy Department would ben-
efit by a little bit of education about marine transportation. They 
were resistant to setting it up. 

We reached out to a U.S. Senator and asked her to help us get 
the meeting set up, and she did that for us. So we had a meeting 
set on a day in March, and we brought in four executives of tank 
barge companies from around the country. They all flew in that 
day. We took them over to the Department of Energy. We went 
through the security process, went up to the conference room to an 
empty table to be told that the Department of Energy decided not 
to meet with us. 

Mr. CUMMINGS. Did they say why? 
Mr. ALLEGRETTI. No. And we called them subsequently to ask 

what happened. Can we talk? And none of our phone calls were re-
turned. 

Mr. CUMMINGS. Whom have you attempted to meeting with? I 
mean, who were you trying to meet with? Who did you think you 
wanted to meet with? 

Mr. ALLEGRETTI. I had better check the record so as not to mis-
state that. We did have the names of a couple of folks who we 
thought were scheduled to meet with us. 

Mr. CUMMINGS. I mean, did you have some written confirmation? 
I mean, you did not just show up. You did not just barge in? 

Mr. ALLEGRETTI. No, we do not barge in, sir. 
[Laughter.] 
Mr. CUMMINGS. No pun intended. 
Mr. ALLEGRETTI. No pun intended. No, we had written confirma-

tion that the meeting was set for, as I recall, 11:00 a.m. on this 
particular date, and we met with our folks earlier that morning, 
and we did a little bit of huddling to get ready for the meeting, and 
we went over there and they did not show up. 

Mr. CUMMINGS. I see my time has expired. Thank you, Mr. 
Chairman. 

Dr. HARRIS. [presiding.] I recognize Ms. Hirono. 
Ms. HIRONO. Thank you very much. 
And I do apologize for being late for the hearing. I think that we 

share the concerns about the blanket waiver of the Jones Act 
whenever the reserves are tapped. I have that concern also, but 
going forward, part of the issue apparently is the capacity of the 
Jones Act ships to be able to transport the oil that is release. 

Is there anything that we can do in the future to expand the ca-
pacity of our Jones Act ships? Do we need to, you know, do a lot 
more to support shipbuilding, for Jones Act ships being built in our 
country? What are some of your thoughts so that we can avoid this 
kind of or minimize a blanket waiver of the Jones Act every time 
we release oil from the reserves? 

Mr. ALLEGRETTI. Thank you, ma’am. 
I would like to narrow my answer to just the vessels that are en-

gaged in the coastwise transportation of petroleum because that is 
sort of the subject of the hearing today. 
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I would say that the size of the fleet, of the American fleet is 
sized to the requirements of the customer base. So you do not find 
ordinarily lots of excess capacity in the fleet. You would not expect 
that if people would build very expensive capital assets for which 
there is no work. 

So the system of commercial transportation actually works pretty 
well in managing supply and demand, and I do not think that 
there is a need for Government incentive to expand the size of that 
fleet because I think the fleet is sized in the requirements of the 
customer base. 

Ms. HIRONO. So does that mean that every time that there is a 
release from our reserves that we are going to see a blanket waiver 
and we just have to live with it? The Jones Act ships or you all 
have to live with it? 

Mr. ALLEGRETTI. Oh, no, not at all. No, not at all because, you 
know, the system is not perfect. So to the extent that where we 
stand today is 31 available vessels of aggregate capacity of 21⁄2 mil-
lion barrels, there is an excess in the market at least insofar as the 
customer requirements exist today. So they are available to move 
SPR oil. 

And so if we would use those first to the full extent of their avail-
ability and then seek Jones Act waivers, that would seem to be 
making the best use of American assets with the surge capacity of 
foreign assets when we run out of availability. 

Ms. HIRONO. That makes a lot of sense. So why are we not going 
that route? 

Mr. ALLEGRETTI. I am not sure I know the answer to that. It has 
really been a subject of some curiosity to us. I guess that is as kind 
a way as I can put it. 

The commentary we heard today from the department, I think, 
actually suggests a grim picture for the future. We have had a year 
of controversy about this issue. Congress has been fantastic in the 
clarity of its expression about the importance and integrity of the 
Jones Act, and yet if you read Secretary Porcari’s statement, what 
you will see is essentially a justification of past action, past action 
which resulted in more than 99 percent of the oil moving on foreign 
bottoms. 

And when you look to the forward program of what will we do 
in the future different, I think it is very grim. I think what that 
testimony says is that the Jones Act fleet is hampered by impedi-
ments that make it difficult for us to use it for the transportation 
of SPR oil. I see no evidence of a change in mentality. I see no evi-
dence to suggest that if there is another drawdown of the SPR after 
July 1, after the Iranian situation develops internationally, that we 
will not find ourselves in the same exact situation of 99 percent of 
the oil moving on foreign bottoms because the Department of En-
ergy will have established minimum lot sizes that the oil pur-
chasers will take full advantage of. 

So I think looking forward, I wish I could say that I thought that 
we had the basis for a better understanding, but I do not see it in 
the written testimony. 

Ms. HIRONO. And the minimum lot size, that is an administrative 
decision. It is not based on any requirement of any law or any reg-
ulation that is in place? 
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Mr. ALLEGRETTI. That is exactly right, and it is inconsistent with 
the published notice of sale that the Department of Energy pub-
lished for the public. So what you have is a public document that 
says one thing, and you have an unwritten criteria that says some-
thing different, which is, in fact, the de facto criteria that drove all 
of the decisions about transportation. 

Ms. HIRONO. Thank you. 
I think there must be something we can do, Mr. Chairman, be-

cause we seem to all be on the same the page as to the results that 
we are looking for. 

Thank you. 
Dr. HARRIS. Thank you very much. 
Let me just make a brief comment. Going forward, could you fill 

us in on what the industry looks like? You know, we are having 
an American renaissance of energy in the country where I suspect 
that we are going to have more, not fewer shipments of energy be-
tween American ports. What is the industry doing? Are more ships 
being built? Is production increasing? Is it stable? 

Could you just give us an idea where it is going? 
Mr. ALLEGRETTI. I can give you an anecdotal idea. I would not 

say that it is a scientifically valid idea. 
What I hear from the folks that I talk to is that they are bullish 

on the future of marine transportation for petroleum and energy 
products in the United States because of developing technologies, 
because of new opportunities on the North Slope of Alaska, and 
that they are staying very close to their customer base. 

That is what drives decisions for construction of vessels, is un-
derstanding customer requirements and the customer’s expectation 
of transportation needs over the long term. So I would say a short 
answer is I think they feel bullish about the future of that part of 
the business. 

Dr. HARRIS. And is our capacity increasing in our ability to ship 
on American-flag vessels? 

Mr. ALLEGRETTI. In the petroleum area? 
Dr. HARRIS. Yes. 
Mr. ALLEGRETTI. Yes. Domestically yes. 
Dr. HARRIS. Thank you. 
Mr. Larsen. 
Mr. LARSEN. Thank you, Mr. Chairman. 
Just a final comment from me. First off, you have given us a lot 

of food for thought on waiver process reforms. I think that is an 
important direction for us to look. So I appreciate your testimony. 

Second is if the available capacity of the U.S. fleet is something 
less than 30 million, I hope we can focus on 100 percent of that 
capacity being available and being used for whatever number short 
of 30 that is being used. 

Finally, I have great respect for my friend from Louisiana. Unfor-
tunately he is not here, but the effort in Libya last year, there is 
a lot of debate about it. We are here debating about the implemen-
tation of the Jones Act as it applies to the SPR and not so much 
about the international effort in Libya or the related international 
effort to release oil from national Strategic Petroleum Reserves, not 
just in the U.S. but in other countries in order to alleviate price 
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spikes that resulted from, first off, the potential action and then 
the actual action in Libya. 

I personally do not characterize the release in SPR as a scam in 
any way, shape or form by this administration, nor did I charac-
terize it as a scam under the second Bush administration. That is 
not my view, and I want to be clear about that. 

I do have problems with how it was implemented and the pur-
pose of this hearing and the reason I called for or asked the Chair-
man for this hearing was to consider how we can improve the im-
plementation of any SPR drawdown so that we are better utilizing 
the availability of a qualified and capable and available U.S. fleet. 
That is what our goal should be. 

Mr. ALLEGRETTI. Mr. Larsen, might I just say I hope you heard 
my answer to Mr. Landry as speaking to the issue of Jones Act and 
not to the larger foreign policy question. 

Dr. HARRIS. Ms. Hirono, do you have a closing? Ms. Hirono, do 
you have a statement? 

No. No further comments? 
[No response.] 
Dr. HARRIS. Well, if there are no further questions, I thank Mr. 

Allegretti again for his testimony and the Members for their par-
ticipation. 

The subcommittee stands adjourned. 
[Whereupon, at 11:50 a.m., the subcommittee was adjourned.] 
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