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____|[ECA’s objective is to work with
Congress to Implement policies
that reduce greenhouse gas -
emissions without l1oss of

‘nanufacturing comﬁetitiveness =
—*'“;




Building Block
Industries

Chemicals
Plastics
Fertilizer

Glass / ceramics
Brick

Steel

Aluminum

Pulp and Paper
Cement

Food Processing

=alaneh i Rrlea

r r 9 :

7

Commercial &
Consumer Products

Food Production
Detergents
Automobiles
Computers
Construction
Medical Supplies
Paint
Pharmmaceuticals
COSMELICS
flelecommunication
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:EAGeess-to_the customers, quality of workforce,
stability of government, reliable and globally
competitive energy

= Resulted in long-term investment in the U.S.

i
one has changed' siganicantly |

..hatural gas and electricity costs.
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2000 | 2001 | 2002 | 2003 | 2004 | 2005 | 2006

3.1 Millien Manufaciuing Joks

17.2116.4|15.2(14.5|14.3({14.2|14.1| -18%
| —
P —— M -
EE—

Source: U.S. Dept. of Labor




AN OJN |-

The EIA model th that1s used (6] determlne the cost of
~ Climate legislation...would not have forecasted the
lost of any of the 3.1 million manufacturing jobs!

Reason: The EIA model does not have the ability to

determine the profitability: break-even point for |
acturers. It cannot teII atwnat Ieveleﬁergy_
' Aker ol 20| rofltable'




Natural Gas Prices Around the World
2006 Average

($US per million BTUs)

Russia: $1.25
Canada: $6.25 UK: $ 9:18
Belarus: $1.43 .
Belgium: $5.80 South Korea: $9.08
USA. Turkey: $8.00
[ ] .
$7 90 Iran: $1.25 China: $4.21
¢ North Africa: $0.80
Trinidad: $1.60 . Taiwan: $9.20
Oman: $1,00 India: $3.15
Singapore: $~7.00
Indonesia: $2.70
Bolivia: $1.65

Australia: $3.75



When Plants Move Over Seas, hey Often

Felgrlceliors:
-Computers
Ethylene ‘Telephones

2Auto
Natural =) B

Feedstock

Gas -Appliances Restzl|
Etnylens Cornsirne
Cracker Chigrriczl
Processors:
epylene .Detergents
& -Fertilizer

1Paint
21Cosmetics

Moving the Ethylene Cracker offshore increases
the poetential for all downstream industries to move also.



Ie

mn
~rd S

~ = Our products are part of the solution; glass windows;
.. Insulation; lighter vehicles; energy efficient appliances

= Already has a price signal- its called global competition.
The only sector that requires globally competitive energy

= Compete globally and in an environment of unfair

competition // Other countries subsidize energy and
manufacturing

-
-.—-“

ants to be competitive
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E Energy IS a S|gn1f|caﬂt1:ost of productlon and has resulted
. Inreentinueus-energy efficiency improvements

= Qutstanding energy efficiency success story- total energy
consumption since 1973 is .015% less and total production, .
has more than doubled!

(Key Point: Competition works: achieved without regulation) 1
.
ind feedstoc =

= Some processes (aluminum, steel, some chemicals) are
very electricity intensive

10



e 1 Absolute GHG reductions are an

~ exception...not a norm. Serving world
markets means increased product
production and increased energy use...thus
the need for lower carbon enengy: supply

- Their products compete with -one another for

plastic, steel papeialuminum)s
fICIEnt Co-generators of

electn(:lty and steam

11



IndustrialiSector ERere

- orulmorlom

. Natura Gas

1975 |3667| 8532 1096

2000 |2256| 9500 1828

2006 |1938| 7969 1640
+4.9:6% - fu

5 Vs, 06 -ﬁ?% 66700

Source: EIA
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Ei551003 0/ Se

— Net

FOF

Residential 909 1254 38%
Commercial | 653 [1051 61% 398
Industrial 1788|1682 -6% -106
spontation [1386 1959 41% 573
%ﬁ@rﬂ@l&r—ﬁd 846

Source: EIA

13



#1 Concem: Carbon capsiwill resultin coal to
netilral gas fuel svv]'tch]ng 0y e power secior

e oscd poweJr sectgr-demand drives up natural ga T —
_raecirlcw_pﬂges for ALL consumers.

= Power sector natural gas demand up 19% since 2000
while natural gas production is down 4%: Residential -12%;
Commercial — 9%:; Industrial -19%

il

= Proposed 2007/ power plants- Natural-gas 16,892 MW; 1
el
-

—

14



. Senate Committee on Energy: & Natural Resources
- Hearin NG on European Union's Emissions Trading Scheme

= Answer by Garth Edwards: Shell Oil, Trading Manager —
Environmental Products, London, England -

= “The bulk of emission reductions In the EU are made |
actually bv coal i@ gas (natural gas as) fuel swﬂc[yng |, -
I Stalt to chanqg

oal |nto gas (natural qas)

15



Electric utilities have alternatives
such as coal, nuclear and
renewable energy — consumers
do not.

= Increase natural gas supply or .
ptienBy the power

sector!

16



___ Nothing in any of the proposed
climate legislation would prevent
fuel switching -

———
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En ergy 2006 2007
- Source

-Ae
\

ditior

RAVAA

Coal 1589 1056
Petroleum 269 /8 168
Natural Gas 10657 16892 15050
Other gases 0 391 1160
Nuclear 0 0 0
ﬁydro — - s
T — 2454 695
Renewable
Total 14573 21407 18133

Source: EIA
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Existing Electricity: Generation
Capaclty 2005 (W)

L lJﬂ_guon gf e 496,990 VY of ] c'[L]ff‘] gjels flracd gower oJrlnr
_—-e-a would consume about 21 TCE of maturallgas, aramoeunt
nearlyegualfterour national' consumption.

8 Energy Source Nameplate Capacity

e

Coal 335,892
Petroleum 64,845
Natural Gas 436,991
Other Gases 2,293
Nuclear 105,585
-

77,354

‘ﬂ

19,569
Other 928
Total 1,067,010

Source: EIA 19
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lgngecis on All Consumers

=S — ~
—

I

\

——

A single 500 MW rankine cycle power
plant (10,000 Btu/kwh) will use the -
equivalent natural gas volume used to
fuel 842,308 homes: each year.

’._F“ —

20
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X Reserve produetlon capacity IS almost non-
- existent!

= |[nventory levels are good. Worry about hot
summers / cold winters / hurricanes

= Supply Is down 4 % since year 2000 despite
record well completions

dian |mports down by 4.9% since 2001

SUppRlY mW

= Alaska Pipeline — no progress - 2017/ at earliest
= | NG- Unreliable. New cartel is on horizon

T

e :

e ==
=
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2000 2001 | 2002 | 2003 | 2004 | 2005 2006

Dry_ 19.2119.618.9|19.1|18.6 | 18.1 | 18.5 - 494
Production
5 — Source:EIA

S—
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Corstmor
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- . Total (2151222 1 23.0 223|224 22.2 | 219 +1.9%
Consumption

Residential 50 | 48 | 49 | 51 | 49 | 48 | 4.4 -12%

Commercial | 3.2 | 3.0 | 3.1 | 3.2 | 31 | 3.1 | 29 -9%

bal Oilaeler 3. | 7.5 | (22 | 67 | 6.6 -19% »
i

5.9 | 6.2 +19%

Source: EIA



Natural Gas Grows
as Generation Fuel
in Size and Share

L
2
=
(T
o
(7]
-
2
E

[eJO1 JO JUsdlad

1994 95 96 97 98 99200001 02 03 04 05 06

Source: Energy Information Administration




Summer 2007 Forward
Prices Now Higher Than

2006 Actual Prices

Massachusetts Hub

Northwest (Mid é)* L Y95, T5/MWh +25%

Midwest |SO
$75.00/MWh T23% " ¢82.75/MWh +30% & ‘BT

_________ York City
.00/MWh +20%

PJM Western Hub
$102.501’MWh +19%

| HEI‘II'y Hub (Gas)
$8.11/MMBtu +21%

YWestern prices are for 3rd guarter.
Sources: Platts for forward electricity prices for July and August 2007, NYMEX and ICE for gas. All prices effective 5/11.
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“Even theugh natural gas Is used to produce
only 20 percent of the electricity, It accounts
for 55% of the electric industry’s,entire fuel

expense ($50B out of $91B).”

——
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Residential

8.24

3.58

3.44

8.72

8.95

9.45

10.40

+26%

Commercial

7.43

7.92

7.89

8.03

8.17

8.6/

S

+26%

+31%

Source: EIA
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Residential

7.8

9.6

7.9

9.6

10.8

12.8

13.8

+77%

Commercial

6.6

3.4

6.6

8.4

9.4

11.6

12.0

+82%

-1-99-1-}%:

7.1

+61%

Source: EIA
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All enerngy. costs ane passed on to
ifle consurrner:

__= Consumers paid $76 billion more in 2006 for
natural'gas and $65 billion more for
electricity ---EIA did not forecast these
Increases!!

abgumﬁe-"‘

olicy

tfuII)TSO \We are cone
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HP Concern EIA NEMS model under

= Penn State professor’s analysis proves EIA

~  model produces systematically flawed data
that significantly under estimates the cost of
climate legislation .

= E|A model — Over estimates natural gas
production; under estimates natural gas
- cor sumptron by the power < ctor,.ever._

30



o CONCEINECAPSIOPYIBIENONEMOVENINIENT
tecnnology barriers to Increased sur OJ/ of rrrrorrlrlole

low Ceroor) energ/

—_ e o

= = —— . — — o : = —
——*—--——-——-—-@-__—-—" = -

— = e —

—=Ca'p's“d0'nvt'——

ncrease supply of domestic natural gas
= |[ncrease LNG import terminals

= |ncrease the building of nuclear plants

= Resolve the nuclear waste issue

= Bui IGCQ_pIants or carbon capture
ildl tran of 11’-165‘—-

—— ===
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Concern #4: Climate. policy. should net
stigsidize forelgrl irrporis of energy iriiensive

oroclucts

~ 1.00to 1:40 panel will address
:*-—
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N a carbon constrained US and

100ly Of

= NiOrd N ENOWFCAMIOIFEHETG

energy.price sensitive manufacturers
will relocate

This will free up energy supply for all

he price.of

%:consumers but gi
. -ﬁ :

‘economic
Security :

33



solrnd Federzal Clirnere Polich /

- — -l

=ERECOYNIZES Sector'is significanty
-~ different.and needs tailored incentives. Not
one size fits all (cap & trade)

= Recognize the efficiency gains/ghg
reductions already achieved -

andate, preempts state law

34



PolIcIESHINE e

\\e Lﬂro}Qer (545 rLJJ

s

Greater use oT‘eX1Stan technolooues

= Capital stock turnover- tax incentives,
economic growth

= |ncreased use of co-generation

" New.techno

programs -

35



Flve Clirraite Ogilorns

~ = Global mandatory reporting for entities

= Remove government and technology
barriers that increase affordable and reliable
supply of low carbon energy.

= GHG intensity incentives/mandates by

ﬁsm@-.)‘“‘—'—

= Cap & Trade

36
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e C Cannot manage what you do not measure!”

= No one really knows how much Is being
emitted by developing countries

= |f entities will not report, they. surely will not

e ==

reduce ghg emissions

37



Remove gevernment andi technolegy. barriers
[rlzit Iricrezise e HOrflrlOJ@ lnrl rgliﬁble SUpoly of

e —— L e

—— Ne|ther cap and trade Aor carbon taxes remove

—

~ existing gevernment or technology barriers to

Increased supply.

= Technology - US gains competitive advantage:
results in cost effective ghg emission reductions;

may not be necessary; | enef.lis-ei‘-“
' gy. Awinning:

38




GHG, Intensity. Incentives/mandates

0Y secior

= Tailor incentives for each sector for most
e ——

cost effective and less disruptive outcome

= Mandates- only a tool If incentives, are not
successful

— -
-—-:—.'*;

competitiveness between industrial sectors

39



Czroorn ales

S— Leés'disrupﬂve(versus cap and trd)i
._E_..——l-——.-. . —
Lipsetting competitiveness between sectors
and the economy- All pay same rate

= Transparent, no gaming, ne:manipulation. |
~ et

— T —
mof pricing

products and capital planning vs C& T

40



alieRxaXes

— Alternatlve to‘ca’rbon taxes Ralse fundsfor

.-:--h
technology development by increased
access to the Outer Continental Shelf.
Raises federal royalty income and

simultaneously increases supply of hatural
iﬁ;& —— . et
-‘ |
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= For manufacturing, creates significant

_:_..——:-—.

winnhers and losers.

= Either restricts production or increases
energy/compliance costs

= Creates greater uncertalntles than

- ngh potentlal for job off- shormg

42



= [ argely non-transparent costs of compliance

e ———

and implications

= Most, unable to compete with regulated
utilities for carbon

- Potentlal for manipulation, fraud

mternatlonal compaﬁﬁl advaﬁtag@m
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__= CDM viewed by many as subsidizing
Industrial'competitors in developing
countries

44
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