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99, May 26, 2006 -- Part lFrom: Bork,.Paul (M)

Sent: Monday, July 10, 2006 12:36 PM

To: Silawsky, Denald

Cc: Bork, Paul (PM)

Subject: Dow Comments 71 FR 30,399, May 26, 2006 -- Part 1

BExpires: Tuesday, July 10, 2007 12:00 AM
Attachments: The Dow Chemical Company, DoE, SPR July Written Comments Final.doc

Donald Silawsky

Office of Petroleum Reserves (FEH47)

U.35. Department of Enerqgy

1000 Independence Avenue, SW

Washington, DC 20585-0301-

Donald.SilawskyRhg.dce.gov <mailto:Donald.Silawskyfhg.doe.gov>

Comments of The Dow Chemical Company on the Department of Energy's Notice of
Availability for EIS No. 20060211, Draft EIS, DOE, 00, Strategic Petroleum
Reserve Expansion, Site Ssalection of Five New Sites: Chacahoula and Covelly,
in Lafourche Parish, LA; Burinsburg, Claiborne County, MS; Richton, Perry
County, MS; and Stratton Ridge, Brazoria County, TX and Existing Site Bayou
Choctaw, Iberville Parish, LA, West Hackberry, Cameron and Calcasieu
Parishes, LA; and Big Hill, Jefferson County, TX (71 FR 30,399; 30,400 May
26, 2008) :

Dear Mr. Silawsky,

Attached are the comments of The Dow Chemical Cempany. Several attachments
to these comments are sent in feollowing e-mails because of corporate e~mail
size limits and some are sent in the US mail, with a copy of this cover
letter. All of these should be added to "Attachment B -- Other Statements,
Resclutions and Articles.”™:

Thank you for this opportunity to comment on this very important decision
DoE will make in the near future. Please do not hesitate to contact me if
there is any clarification to these comments or further assistance I can
provide. . :

<<The Dow Chemical Company, DoE, SPR July Written Comments Final.doc>>




1790 Building . The Dow Chemical Company
July 10, 2006 : ' Midland, MI 48674

Donald Silawsky :
Office of Petroleum Reserves (FE-47)
U.S. Department of Energy

1000 Independence Avenue, SW
Washington, DC 20585-0301
Donald.Silawsky@hg.doe.gov

Comments of The Dow Chemical Company on the Department of Energy’s Notice
of Availability for EIS No. 20060211, Draft EIS, DOE, 00, Strategic
Petroleum Reserve Expansion, Site Selection of Five New Sites: Chacahoula
and Covelly, in Lafourche Parish, LA; Burinsburg, Claiborne County, MS;
Richten, Perry County, MS; and Stratton Ridge, Brazoria County, TX and
Existing Site Bayou Choctaw, Iberville Parish, LA, West Hackberry,
Cameron and Calcasieu Parishes, LA; and Big Hill, Jefferson County, TX
(71 FR 30,399; 30,400 May 26, 2006)

Dear Mr. Silawsky,

The Dow Chemical Company (Dow) thanks the Department of Energy (DoE) for this
opportunity to comment on the Draft Environmental Impact Statement (EIS). We have
had extensive experience with the operation of the Stragetic Petroleum Reserve (SPR),
having initially shared the Bryan Mound location with the SPR and having some of our
major manufacturing operations close to the SPT operations in Bayou Choctaw. Dow
provided written comments (October 28, 2005) on the DoE’s Notice of Intent and
Extension of Comment Period (70 FR 52,088 and 56,649) for a Proposed Expansion of
the Stragetic Petroleum Reserve, Implementing Congress’ Requirements Contained in
The Energy Policy Act of 2005. Dow participated in the public meeting in Freeport,
Texas on June 27, 2006 through Bob Walker’s statement. Both of these, several other
statements from the June 27, 2006 public meeting, local resolutions and a couple of
relevant newspaper articles are attached to these comments and all of which constitute
Dow’s comments. Several attachments to thése comments are sent in following e-mails
because of corporate e-mail size limits and some are sent in the US mail, with a copy of
this cover letter. All of these should be added to "Attachment B -- Other Statements,
Resolutions and Articles." Dow notes for DoE that the resolutions of the Brazoria
County Commissicner’s Court and the city of Lake Jackson were both unanimously
passed. -

While these statements reflect major concerns Dow has with the Draft EIS, in particular
to a decision to expand the SPR with a new site at Stratton Ridge, TX; the following,
additional comments are raised with respect to the portions of the Draft EIS and the



errors contained in the Draft EIS relevant to the Stratton Ridge, Texas potential
expansion location.

In Section 3.2, the DoE says that the concern related to the cumulative and secondary
impacts of the SPR expansion presented for increased risk for terrorism or accidents due
to the Stratton Ridge facility being close to a proposed bulk liquid natural gas facility are
eliminated as there is no longer such a proposal. Dow, as a resident in the local area,
having contracted to receive a significant part of the LNG from that facility and an
investor in the Freeport LNG facility is already under construction. Ground was broken a
long time ago and significant construction is on-going. Dow urges DoE to correct this
significant mistake in the Draft EIS, relative to the Stratton Ridge potential site and after
making this correction, not to under-estimate the impact of this initially significant
concern when recalculating the relative merits of each potential expansion site.

In Chapter 3 (Section 3.6) and Chapter 4, the Draft EIS addresses ambient air quality.
The Draft EIS notes that Stratton Ridge is among three potential expansion sites that are
in non-attainment for the 8-hour ozone standard. While this is not an unmanageable
situation, it makes no sense to choose the one site out of three which will have a minor
adverse impact on the non-attainment area into which the facility is located. The other
potential sites would not have the filling emissions placed in a non-attainment arca.

In Chapter 3 (Section 3.3) and Chapter 5, the Draft EIS addresses “Irreversible and
Irretrievable Commitment of Resources. While the same amount of salt will be “wasted”
regardless of which site is chosen, there is a major and significant difference between
Stratton Ridge and the other sites under consideration. As eloquently addressed by Bob
Walker and others, Dow has Chlor-Alkali facilities that can constructively use the salt, if
mined at a rate and with a quality appropriate to feed our Chlor-Alkali and downstream
chemical manufacturing plants. This makes the salt that would be wasted if Stratton
Ridge were selected different from the other potential sites. Dow.urges DoE not to
under estimate this critical difference.

On page 3-93, the Draft EIS notes that that the maximum VOC emissions are estimated
to be only slightly (7.3%) below the threshold that triggers a full conformity
determination, The Draft EIS also commits DoE to conduct an additional conformity
review if the Stratton Ridge site is selected to ensure that the maximum VOC emissions
are really below the threshold. This is the only potential expansion site that has this
notation in the Draft EIS. This means that the selection of the Stratton Ridge site will, at
best, require more effort and delay than would any other of the potential expansions sites.
Further, if this additional conformity review failed to show that the current maximum
VOC emission estimate was not sufficiently accurate and conservative; a full conformity
determination would be required with the associated increased delays, costs and potential
changes and constraints to the expansion and/or operation of the SPR facilities newly
placed at Stratton Ridge, TX. None of the other potential expansion sites have this actual
minor drawback or the potential for a much more significant drawback. Dow urges DoE
not to under estimate these related drawbacks to the Stratton Ridge, TX site when
determining which potential site to use to expand the SPR.




The Draft EIS notes that developing the Stratton Ridge, TX site would require the most
filled wetlands acres at 227, with the next largest potential expansion site only requiring
150 acres of filled wetlands. Again, this is something that can be managed, but Dow
urges DoE not to under-estimate the advantage to the environment of making a choice
that does not maximize the amount of wetlands that would need to be filled. -

The Draft EIS notes that developing the Stratton Ridge, TX site would involve filling and
converting some 258 acres of relatively rare and ecologically important bottom hardwood
forest. While, as the Draft EIS notes, some of this has been invaded by exotic plants and
animals, this is still “relatively rare and ecologically important.” Again Dow urges DoE
not to under-estimate the advantages of not having government action fill and complete
the conversion of this “relative rare and ecologically important” bottom hardwood forest.

The Draft EIS notes that developing the Stratton Ridge, TX site would create the
potential of adversely affecting the “foraging, roosting and nesting habitat for baid
eagles.” While the Draft EIS study didn’t find any bald eagles in the corridor, the Draft
EIS notes that bald eagles are both an endangered species and our national bird.
Incidentally, there is a bald eagle that nests on the north side of CR-226 on the Stratton
Ridge salt dome. Dow urges DoE to correct the mistake in the Draft EIS and, in DoE’s
recalculation of the relative merits of each potential expansion site, not to under-estimate
the impact of this expansion of the SPR adversely affecting this endangered species and
national bird which is actually nesting near the Stratton Ridge site.

The Draft EIS notes that there are “Native Hawaiian or Other Pacific Islander
populations” in the Stratton Ridge, TX area. Dow is unaware of any such local
populations and urges DoE to re-review its entire examination of the potential Stratton
Ridge site, because since this error was made (and the error about the actual co-located
nesting Bald Eagle and the continuing installation of the Freeport LNG facility), there
may well be other errors relating to the Stratton Ridge potential site that would need to be
found and corrected before DoE could select the Stratton Ridge potential site as the SPR
expansion site.

Thank you for your consideration of our comments and please contact me if you have any
questions or which to discuss our concerns related to expanding the SPR in Stratton
Ridge, TX. '

Sincerely,

Paul Bork



Enclosures




Attachment A — Statements from the June 27, 2006 Hearing

Bob Walker’s Statement

Good evening ladies and gentlemen. _
i
My name is Bob Walker. ;
Operations site, and would like to share with you a number of concerns our company
has with the consideration of Stratton Ridge as a potential location for a Strategic
Petroleum Reserve expansion site. These are primarily concerns of economic impact

to Dow and the region that flow from this environmental impact study,

Let me start by stating that while we are not opposed to expanding the Strategic
Petroleum Reserves, Dow DOES NOT support the use of Stratton Ridge for this
expansion. The reasons for this are fairly straight forward.

Over 50% of the more than 6,000 Dow employee and contractor jobs in our Freeport
plant exist because of the salt we mine at Stratton Ridge. This salt is the critical raw
material for our Chlor-Alkali production, which in turn is critical for our downstream
user plants that are dependent on chlorine and caustic, as well as several fence line
customer plants.

From this Stratton Ridge salt, we make thousands of different products worth over $5
billion annually. We also use the Stratton Ridge area to store raw materials and
products. Approximately half of the $120 million a year that we pay in state and local
taxes for Dow’s Texas Operations are dependent upon these assets.

On the other hand, the SPR uses underground salt formations as the basis for their oil
storage operations. For their purposes, they remove the salt and discharge it into the
ocean. Placing the SPR at Stratton Ridge would waste salt that Dow could otherwise
mine and convert into useful, value added products that support the economy of this
region.

The use of seawater for mining, the speed of mining the caverns in the salt dome, and
the lack of a fully saturated brine solution as a discharge, precludes this salt from
being consumed by Dow to make useful products. This salt would simply be wasted
into the ocean.

We understand that the other sites under consideration to locate the SPR facility, DO
NOT have co-located salt-based production facilities. So that salt wasted into the
ocean IS NOT salt that could be used otherwise as a feedstock for manufacturing
purposes.

In addition, we have concerns about our current Stratton Ridge operations, as these
assets are critical to the economic operation of our Freeport site, which happens to be .
Dow’s largest manufacturing facility globally. We experienced the concept of



eminent domain first hand when the US government used its power to take Bryan
Mound — now the local SPR site — from us, when we were an unwilling seller.

Allow me to demonstrate this impact with some numbers. At the moment — without
the SPR at Stratton Ridge- we estimate that Dow has access to salt reserves that
should last for more than 30 years. The 16 proposed SPR caverns would waste 130
billion pounds of salt, or the equivalent of 7 years of Dow salt consumption. But it
does not stop there! ' ‘

‘When the Department of Energy presented its initial plan in the fall of 2005, two of
Dow’s planned wells on Dow land would have been directly impacted, wasting
another 4 years of salt that Dow could use for raw material.

Since that initial plan, the DoE has expanded the area that it needs for the SPR. This
impacts another 3 planned Dow wells, thus reducing Dow’s potential salt
consumption up to 11 years.

So, under the DoE’s current proposal, 18 years of equivalent Dow salt consumption is
wasted. '

The waste of Stratton Ridge sait, and the possibility that the government may take
some business critical property from Dow, is a grave concern for our internal business
analysts, who make investment recommendations to Dow’s leaders.

Simply put: Texas Operations competes with chemical and plastic producers from
around the world. We already have a competitive disadvantage due to high energy
and feedstock prices on the Gulf Coast. The Dow Texas Operations site could lose its
global competitiveness completely if the SPR expansion site is located at Stratton
Ridge.

But not only potential new investment would be in jeopardy. These same factors
would also negatively affect business decisions for investments to suppert current
operations.

The future of Dow Texas Operations is dependent upon the willingness of Dow 1) to
continue to make investments in new products, 2) to continue to make the products
we make today and 3) to improve the site’s energy efficiency and sustainability.
Without such investments, manufacturing facilities like ours may cease to be viable
and ultimately be shutdown. '

We understand that 100 or so jobs might be created for managing the SPR site.
However, placing our Freeport site in further economic jeopardy would literally put
thousands of high-wage manufacturing jobs, as well as thousands of additional jobs in
our community, at risk. '




In short, the long-term viability of our Texas Operations site depends upon having
low cost salt feedstock and hydrocarbon storage facilities located at the Stratton
Ridge site. The loss of these capabilities could ultimately cause Dow in Freeport to
lose its global competitiveness. The result would be an inevitable and painful '
shutdown. :

Thank you for allowing me to express our concerns,. and state the reasons why Dow
opposes the use of the Stratton Ridge location for a new Strategic Petroleum Reserve
site. '



Unanimous Resolution from The Board of The Economic Development Alliance for Brazoria County

I!_smwsfm.lmmwuyi

David S. Stedman, CEQ

The Board of The Economic Development Alliance for Brazoria County unanimously passed the
attached resolution opposing expansion of the Strategic Petroleum Reserve at Stratton Ridge in
our meeting of June 12, 2006 for the following reasons:

1. The SPR uses underground salt formations as the basis for their oil storage operations. For

- their purposes they remove the sait and discharge it into the ocean. Placing the SPR at Stratton
Ridge would waste salf ithat the chemical industry could use to make useful products in the
future. The DoE time line to remove the salt from the salt dome and other operaticnal
considerations would not aliow this salt to be used to make products and thus would be wasted.
As | understand it, the other sites under consideration do not have co-located salt based
production facilities, so the sait wasted into the ocean isn't salt that can be made into useful
products, as can the salt at Stratton Ridge. ‘

2. There is also concern over the govemmeht taking of Stratton Ridge p_roperty and perhaps
even closure of Stratton Ridge Road. We have experienced this sort of thing in the past, and it
runs contrary to everything America stands for.

3. At atime when the chemical industry is struggling with high energy and feedstock fuel costs
and high construction costs, this waste of Stratton Ridge salt and concern over the government
commandeering private property.could dissuade industry from locating new jobs in the area and it
may even negatively affect business decisions to make any further investments in support of
current operations.

4. The 40 or so jobs created for managing the SPR site could jeopardize literally thousands of
direct chemical industry jobs and four to eight times that many of indirect jobs with contractors
and suppliers.

5. We also understand that Bryan Mound was removed from consideration because it did not
have adequate capacity for expansion and that the plans for Stratton Ridge wouid include
facilities to off-load foreign crude in Texas City and bring the oil in through pipeline. So it seems
this would not even benefit Port Freeport.




Statement By Staffer Dianng Kile for U.S. Representative Ron Paul

I want to join with others tonight in expressing my concerns regarding the Stratton
Ridge expansion of the Strategic Petroleum Reserve (SPR). In the recent past President
Bush has stated the need to judiciously diminish the reserve in order to reduce non-
market demand, thus helping to reduce energy costs. In light of that, we should seriously
consider not only where, but also whether or not, to increase the reserve.

Certainly, if high energy prices are a legitimate concern (and they clearly are at this time)
we should not undertake such an expansion in a way that could negatively impact any
component of the petro-chemical industry. Any federal action that would threaten to
raise costs to business, which would be passed along to consumers, is a bad policy at any
time. However, this is a particularly bad time for any such pelicy to be enacted.

In addition, it is always a concern of local property owners that federal activity will result
in a taking of private property. Such takings have a direct negative impact not merely on
the property owner, who has every right to expect that government will protect his
property interests, but also upon economic activity. When property rights are in jeopardy
property owners do not take the kinds of economic actions that benefit themselves as well
as other economic actors.

As a leading advocate of property rights, I share the strong concern of others in the area
that locating this reserve expansion at Stratton Ridge will negatively impact property
owners. Moreover, I join with the local government authorities and taxpayers who are
always concerned about taking property off of the local tax roles. With many suffering
from property evaluation inflation, further erosion of the tax base will only serve to
further increase property taxes upon already strapped homeowners and businesses.

Again, I wish to join with the Economic Development Alliance for Brazoria County, the
Dow Chemical Company, and other concerned members of the community in expressing
my concein regarding the sitting of an SPR expansion at Stratton Ridge.



Attaéhment B — Other Statements, Resolutions and Articles

July 2, 2006 Brazosport Facts Editorial

Expansion of Reserve Good Idea, Just Not Here |

By Yvonne Mintz
The Facts

Published July 2, 2006

In August or sometime not long after, the U.S. Department of Energy will choose a spot
to store precious cargo —— 160 million barrels of oil that will supplement the nation’s
emergency stockpile of the precious resource.

We wholeheartedly support the expansion of the Strategic Petroleum Reserve, which
already includes a site in Brazoria County at Bryan Mound. But it is with just as much
vehemence that we join others in Brazoria County in asking the federal government to
choose a site other than Stratton Ridge at which to store the oil in underground caverns.

This is not simply another tired case of “not in my backyard.” Rather, the caverns near
. Clute already are filled with a precious resource to industry in this area: salt.

The same brine the Department of Energy is contemplating siphoning out of 16 caverns
at Stratton Ridge is vital to Dow Chemical Co., Brazoria County’s largest employer. The
method of brine removal for a petroleum reserve could waste about 130 billion pounds of
salt, Dow Texas Operations Vice President Bob Walker said at a public meeting on the
proposed expansion last week. The proximity of the project also would prevent Dow
from using five planned wells on property the company owns at Stratton Ridge.

To Dow, and by extension to this area, that salt means money.

Dow uses Stratton Ridge salt for the production of thousands of products, worth more
than $5 billion annually. About half of the $125 million Dow pays annually in state and
local taxes are dependent on those, Walker said.

Without government interference, Dow has enough salt at Stratton Ridge to Jast 30 years,
which is important because, to Southern Brazoria County, Dow means even more than
money. It means jobs.

Dow officials have said thousands of jobs could be lost if the Strategic Petroleum
Reserve chooses the Stratton Ridge site. Even more than that, Dow Chemical is
intrinsically connected with other industry in the area and with community service and
charitable giving.

The U.S. Department of Energy also is considering sites at Bruinsburg, Miss., Richton,
Miss., Clovelly, La., and Chacahoula, La.-
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People at public meetings near the proposed Mississippi sites were much more receptive
to the expansion in their towns, so it should be an easy call that the government would
choose another site. However, while an energy department spokesman said public
sentiment on the proposed site will be taken into consideration as Energy Secretary
Samuel Bodman makes the choice of where to expand, there will, of course, be other
factors that could scream louder than us.

The department also will consider which of the five possible sites offers the best
distribution capabilities at the lowest cost with the least environmental impact.

We urge the department also to consider non-environmental impact in the form of
possible economic peril to the site chosen, and we urge area residents to make themselves

heard on the matter before the comment period ends on July 10.

Today’s editorial was written by Yvonne Mintz, managing editor of The Facts.
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June 29, 2006 Brazosport Facts Article

Leaders Frown on Oil Reserve Expansion Plan
By Chris Robinson

LAKE JACKSON — In the largest turnout so far for a series of forums on the Strategic
Petroleum Reserve expansion’s environmental impact study, local leaders warned of
crippling economic impact to the Brazosport area should the government select Stratton
Ridge for the project.

More than 50 people attended a meeting hosted by the U.S. Department of Energy at the
Lake Jackson Civic Center on Tuesday to take public comment on the recently published
Draft Environmental Impact Study for the expansion project.

Bob Walker Jr., Dow Texas Operations vice president, said he does not oppose the
expansion, only Stratton Ridge as a candidate.

He said more than 6,000 jobs at Dow’s Freeport facilities, including employees and
contractors, depend on Dow’s continued use of Stratton Ridge’s salt dome for its
chlorine-relaied processes and its caverns for hydrocarbon storage.

If the Stratton Ridge site is not chosen by the Department of Energy, Walker said there’s
enough salt at Stratton Ridge to last Dow for more than 30 years.

“We already have a competitive disadvantage due to high energy and feedstock prices
here on the Gulf Coast. The Dow Texas Operations site could lose its global
competitiveness completely,” Walker said.

The Strategic Petroleum Reserve expansion proposes siphoning brine at Stratton Ridge to
create 16 caverns on a 269-acre site for storing 160 million barrels. The manner of brine
removal renders it unusable for Dow, while a pipeline to deposit the excess brine in the
ocean could waste about 130 billion pounds of salt, Walker said. The proximity of the
project also could prevent the use of five planned wells to be used on Dow property at
Stratton Ridge, he said. '

The Energy Policy Act of 2005 requires the U.S. Department of Energy choose by
August one of five sites for boosting the current reserve capacity of about 700 million
barrels of oil to 1 billion. In addition to Stratton Ridge, which is near Clute, the U.S.
Department of Energy also is considering sites at Bruinsburg, Miss., Richton, Miss.,
Clovelly, La., and Chacahoula, La.

The reserve is used as a fuel supply backup for national defense and to defend the
economy against a disruption in commereial oil supplies, but U.S. Department of Energy
official David Johnson said those goals could be threatened by an increase in
consumption and a dependence on oil imports.
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Dow uses Stratton Ridge salt for the production of thousands of products, worth more
than $5 billion annually, and about half of Dow’s $125 million annual state and local
taxes are dependent on those, Walker said.

- Art Colwell, vice president and general manager of BASE’s Freeport site, said after the
mecting the local chemical industry is tightly integrated and the entire cornplcx could
suffer if Dow is negatively affected by this project.

“Dow is a major player in the area,” Colwell said. “Things that happen to reduce Dow’s
presence impact other industry in the area.”

Walker said other sites under consideration make a better fit because they lack salt-based
production facilities and the salt dispensed in the ocean couldn’t otherwise be used for
manufacturing.

After the meeting, Johnson, the department’s director of planning and engineering of
petroleum reserves, said people at public hearings at proposed Mississippi sites were
more receptive to the expansion project in their areas.

Though the Energy Policy Act of 2005 requires a site be selected by August, the impact
of recent hurricanes and the late inclusion of a fifth candidate site could cause that
decision to be made slightly later than planned, Johnson said.

“The criteria will be what gives us the best distribution capabilities to meet the needs of
the future, and also takes into account the environmental impacts of the decision as well
as the whole project cost,” he said.

The proposed Stratton Ridge site would receive crude oil through a pipeline to Texas
City, where the fuel would be deposited at a tank farm. The pipeline would travel parallel
to the current line reaching to Bryan Mound, the only Strategic Petroleum Reserve in
Brazoria County.

That site, north of Bryan Beach and east of the Brazos River, stores 240 million barrels of
oil.

Dow originally owned Bryan Mound, Walker said.

“We experienced the concept of eminent domain firsthand when the U.S. government
first used its power to take Bryan Mound, now the local SPR site, from us when we were
an unwilling seller,” he said.

Brazoria County Commissioner Donald “Dude” Payne and David Stedman, chief

executive officer of the Brazoria County Economic Alliance, read resolutions stating
county commissioners and the ajliance are opposed to the local expansion project.
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While the alhance is aimed at diversifying the area economy, Stedman said the chemical
- industry will remain the backbone of most future mvestments

“Like it or not, the chemical manufacturing industry has been, is now and will be for the
foreseeable future the absolute bedrock of the economy of Brazoria County,” he said.
“All the big chemical and manufacturing complexes around here, they exist to make a
profit, but they also exist to provide welfare for our people. That’s what puts roofs over
families” heads, that’s what sends kids to college and what puts bread on the table.”

~ Johnson said U.S. Energy Secretary Samuel Bodman will make the final call on Whlch
site is selected. :

“I understand your opposition to us coming to this dome, and definitely we’ll take that
into consideration,” Johnson said.

Chris Robinson covers business and industry for The Facts. Contact him at
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Article in Reuters News (June 29, 2006)

Dow at odds with U.S. on land for 'SPR expansion

HOUSTON, June 29 (Reuters) - Leading U.S. chemical maker Dow Chemical Co.
<DOW.N> and the U.S. Department of Energy are at odds over the proposed government
purchase of a site near Dow's largest plant to expand the Strategic Petroleum Reserve.

The land, part of an area known as Stratton Ridge nearthe Gulf Coast southwest of
Houston, containg an underground salt deposit that would be hollowed ot to store oil.

Dow says the deposit is a crucial source of chlorine used fo make half the chemicals
produced at its Freeport, Texas, plant. The facility makes a fifth of Dow products sold
worldwide. Loss of the resource would threaten the viability of the 65-year-old complex that
now employs 6,000, Dow says. '

"A significant number of jobs could be in jeopardy,” said Dow spokesman Jan Huisman.

The plant already faces high energy costs. Loss of access to the éalt would be an additional
blow, making it less competitive in the world market, Huisman said.

Local officials, union leaders and neighboring companies that buy from or supply Dow have
joined in opposition to forcing Dow to give up the site.

"We're taking it very seriously,” said David Stedman of the Brazoria County Economic
Development Alliance.

The Stratton Ridge site is one of five in Mississippi, Louisiana and Texas that the
government is considering for expansion of the reserve. Plans call for a decision by the end
of August, said the Energy Department's David Johnson.

"They've asked us politely to take a look at other salt domes,” said Johnson, noting officials
in Mississippi and Louisiana want to be chosen. "We'll take that into consideration."

Congress in 2005 directed the Energy Department to expand the SPR because of growing
oil demand and U.S. dependence on potentially insecure supplies of imported crude.

The SPR, created after the 1973-74 oil embargo to bolster U.S. military defense and
economic security, held 686.6 million barrels of oil at four sites in Texas and Louisiana as of
June 23. Capacity currently is 727 million barrels. The goal is to increase storage to 1 billion
barrels, energy officials said.

The government has the power to force Dow to sell the 269-acre Stratton Ridge site under
the legat doctrine of eminent domain. The doctrine allows government taking of property at
a fair price for the public good.

The DOE bought the site of the existing Bryan Mound reserve near Freeport when the SPR
was created despite Dow objections.
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Attachment C — Dow’s October 28, 2005 Comments

2030 Building - The Dow Chemical Company

October 28, 2005 ’ Midland, Michigan 48674
Donald Silawsky

Office of Petroleum Reserves (FE-47)
U.S. Department of Energy

1000 Independence Avenue, SW
Washington, DC 20585-0301
Donald.Silawsky@haq.doe.gov

Comments of The Dow Chemical Company in Response to Department
of Energy’s Notice of Intent and Extension of Comment Period (70 FR
52,088 and 56,649) for a Proposed Expansion of the Stragetic Petroleum
Reserve, Implementing Congress’ Requirements Contained in The
Energy Policy Act of 2005

Dear Mr. Silawsky,

The Dow Chemical Company (Dow) thanks the Department of Energy (DoE) for this opportunity to
comment on the scoping for the Environmental Impact Statement (EIS). We have had extensive experience
with the operation of the Stragetic Petroleum Reserve (SPR), having initially shared the Bryan Mound
location with the SPR and having some of our major manufacturing operations close to the SPT operations
in Bayou Choctaw. A more extensive description of Dow is included in the attached Testimony.

Dow has been a frequent commenter on the SPR process, specifically, and the US national energy policy in
generally. We participated in the public comment process leading up to The Energy Policy Act of 2005
{Energy Act) and are pleased to see DoE moving forward in implementing its obligations under the Energy
Act. Dow has historically commented on DoE’s prior EIS efforts. Dow incorporates into these comments
its prior comments, which are in the DoE docket related to the prior EIS related to locating a new SPR oil
storage facility in Stratton Ridge, Texas, by reference, as if repeated in full in these comments.

Dow understands that the comments being soficited by the cited Federal Register notices are limited to the
scoping of the EIS. This will be the focus of these comments. Some aspects of our concerns with the
Stratton Ridge potential location for the new SPR facility will be raised in other appropriate forums.

Dow includes two documents in these comments in an Appendix: the written testimony of Dow and ACC
to the Senate Energy and Natural Resources (Testimony) and a letter from Gordon Slack to Ms, Orr (Slack
Letter). Both contain concerns relevant to this EIS.

The attached comments make the following major points:
I.  Ecological Resources
The EIS needs to fully evaluate the concern mentioned in the existing Draft EIS (page 63) that migratory

birds are only in Texas and Louisiana, This means that the impact of the migratory birds raised in the
existing Draft EIS are riot a factor in considering the Mississippi potential location for the new SPR facility.
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IL,

IIL

IV,

VL

Land Use

a) The EIS needs fo fully evaluate the potential diversion of over one and a quarter billion barrels of
brine, confaining valuable chlorine, form the US economy and wasting this diverted brine into the
Gulf of Mexico, :

b) The EIS needs to fully evaluate the potential that the new SPR facility will create a significantly
larger creep and subsidence in an area near important brine, liquid storage and natural gas storage
caverns and important commercial pipelines

¢). The EIS needs to fully evaluate the conflict of the SPR oil storage with the developing natural gas
storage on the Stratton Ridge salt dome.

d) The EIS needs to fully evaluate the impact of the security zone on the planned and established
local industry.

Geological and Seil Resources :

a) The EIS need to fully evaluate the increased creep and subsidence that will be caused by locating
the new SPR facility in Stratton Ridge directly under this section.

Public Health and Safety . }

a} The EIS needs to fully evaluate the potential impact the security zone will have on the existing and
planned industrial facilities.

Socioeconomics

a) The EIS needs to fully evaluate the sociocconomic impact of locating the new SPR facility in
currently hurricane devastated states (Louisiana and Mississippi).

Environmental Justice

a) The EIS needs to fully evaluate the potential benefit from locating the new SPR facility in the
recently devastated hurricane states of Louisiana and Mississippi by locating it in a state that has
many new low income populations.

By this letter, Dow requests a copy of the Draft EIS and notice of any significant activity related to this
EIS.

Paui Rork

1IOK You Lor your consiaerauon ot our comments and feel free to contact me if you have any questions or
which to discuss our concerns or other things related to this expansion of the SPR.

Sincerely,

Paul Bork
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Comments of The Dow Chemical Company

I.  Ecological Resources

Migratory birds only mentioned as being in Texas and Louisiana on page 7-15 of the current Draft EIS,
located on page 63 of the electronic version on the DoE web page.. Given this documentation of the well
known migratory bird passage to and through the wetlands of these states, the EIS needs to address the
incremental adverse impact locating the new SPR facility in either Texas or Lovisiana. To the extent that
the cited statement in the current Draft EIS is correct, the potential site in Mississippi seems to be a clear
alternative to adversely impacting the migratory birds that caused the statement in the current Draft EIS,
this needs to be evaluated in the Ecological Resources section of the EIS." In any event the relative impact
on migratory birds needs to be evaluated for each of the potential sites for the new SPR facility.

II. Land Use

Dow raises four important Land Use issues that the EIS needs to address: The first is the potential
diversion of over one and a quarter billion barrels of brine, containing valuable chlorine, from the US
economy and wasting this diverted brine into the Gulf of Mexico. The second is the potential creation of
significantly larger creep and subsidence in an area near important brine, liquid storage and natural gas
storage caverns and important commercial pipelines. The third is the confiict of the SPR oil storage with
the developing natural gas storage on the Stratton Ridge sait dome. The fourth is the impact of the security
zone on the planned and established local industry. All of these important Land Use issues are resolved if
the chosen location is a location other than Stratton Ridge. '

First, the EIS needs to address the impact of wasting the chlorine from the Stratton Ridge salt dome. This
is salt that is located near a major commercial chemical facility that is currently using salt solely from the
Stratton Ridge salt dome to produce chlorine that is either itself in many products or used in the
manufacturing of many products. In addition the chlorine produced from Stratton Ridge salt is used in
products that are critical in providing many services. See Testimony for a discussion of the utility of
Chlorine.

All of the potential locations for the new SPR facility do not have the potential for use of the salt for
chemical manufacturing. This location specific aspect of wasted essential natural resources needs to be -
evaluated in the Land Use section of the EIS.

The magnitude of the potential salt diversion/waste can be calculated from two of the figures in the DoE’s
Proposed Action Information pamphlet distributed in the public meetings associated with the public
comments this EIS scoping effort. On page 3 of that pamphlet, DoE says that the proposed new SPR
facility will have up to 160 million barrel of oil storage capacity and that leaching a cavern generates
approximately 8 barrels of brine for each barrel of created cavern space. This means that locating the new
SPR facility in Stratton Ridge will potentiaily divert 1,280,000,000 barrels of brine from the US economy
and waste it into the Gulf of Mexico.

Second, the adverse impact the potentially increased subsidence, discussed in the Geological and Soil
Resources section of these comments, will have on the existing comunercial pipeline corridors and their
included pipelines caused by locating the new SPR facility on the well developed Stratton Ridge salt dome
needs to be evaluated in the Land Use section of the EIS. In making this comparison in the Land Use
section of the EIS, DoE needs to have the base case the lesser subsidence caused by the continuation of the
existing rate of development of the Stratton Ridge salt dome. If the leached salt continues to be consumed
by the nearby chemical facility, the rate of development can be easily calculated.

Third, the potential adverse impact of the locating of the new SPR facility on the Stratton Ridge on the
developing natural gas storage industry related to the Freeport Liquid Natural Gas terminal (FLNG). While
over a handful of Liquid Natural Gas terminals (LNG) have been proposed, the FLNG is the only one ‘
moving forward into the construction phase. There are commercial transactions related to the construction
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of storage wells. -Given the well developed nature of the Stratton Ridge salt dome, taking the only large
property remaining on the salt dome for oil storage prevents the expansion of natural gas storage on the
Stratton Ridge salt dome. Given the even more critical need for natural gas development in the energy
policy of the US, it would be an inappropriate use of DoE resources to quench this ongoing commercial
development in the natural gas area in locating the new SPR facility on the Stratton Ridge salt dome. DoE
has a greater ability to construct the pipelines and spend the capital needed to develop a salt dome farther
from commercial pipelines than does industry. DoE needs to spend its resources in a way that supports the
current and developing land use and that encourages developing industry in the natural gas storage area.

Dow incorporates as if set forth in full in these comments, the DeE discussion of the importance-of natural
gas storage on its web page http://www.fossil.energy.gov/programs/oilgas/delivery/index.html . Dow
mentions the discussion in the attached Slack Letter of the impact of the energy crisis and the impact of
natural gas pricing and availability on Dow, the chemical industry and the US industry in general. Dow
also mentions the discussion of the energy crisis and the impact of natural gas pricing and availability on
Dow and the chemical industry.

Fourth, the EIS needs to evaluate the potential adverse impact the established security zone that will be
established around the new SPR. facility will have on planned and existing industrial facilities. The well
developed Stratton Ridge salt dome will have more extensive potential adverse impacts than would location
of the new SPR facility at a less well developed site.

III. Geological and Soil Resources

Dow raises one important issue that the EIS needs to evaluate in the Geelogical and Soil Resources section
of the EIS and consider the adverse impact that the new facility may have on Geological and Soil
Resources. The Stratton Ridge, Texas salt dome has been extensively developed. The parcel of land
proposed for the location for the SPR new location is the only large parcel of land not already developed or
under development on the Stratton Ridge salt dome. Locating the same series of caverns for oil storage on
such a well developed salt dome will increase both the creep and subsidence in comparison to the same
series of caverns for oil storage on a salt dome that is not developed to the same extent. The EIS needs to
take the existing and planned (permitted) wells on salt domes to have a valid comparison of the creep and
subsidence between the various alternative locations for the new SPR location. First, the adverse impact on
existing and planned sali, liquid storage and gas storage caverns on Stration Ridge needs to be evaluated.
Second the adverse impact on planned and existing pipelines, including those in the nearby existing
commercial pipeline corridors needs to be evaluated.

IV. Public Health and Safety
Dow raises one concern in the Public Health and Safety section of the EIS. The Stratton Ridge
potential site for the new SPR facility is very close to existing security from existing and planned
indusirial facilities. The EIS has to evaluate the potential for the security of the new facility adversely
interacting with the existing security from existing and planned industrial facilities and resulting in a
decrease in the safety provided both by the new SPR facility and the existing industrial facilities.

V. Sccioeconomics
a) Dow cites Testimony for a discussion of the well known devastation caused by the recent
hurricanes to the states of Louisiana and Mississippi. Everything else being equal, there would be
a greater societal value for the funding and jobs associated with the new SPR facility to be located
in Louisiana or Mississippi than Texas. This aspect of the Socioeconomics needs to be carefully
and fully evaluated by the EIS.

V1. Environmental Justice ‘

a) Dow cites Testimony for a discussion of the well known devastation caused by the recently
devastated hurricanes states of Louisiana and Mississippi. There are many newly low-income
people created in Louisiana and Mississippi. While Environmental Justice has historically focused
solely on the adverse effect of the proposed project, Dow suggests that DoE takes a larger view of
Environmentai Justice and weighs the good locating a project in a devastated area can cause
relative to locating the project in another location. If the beneficial aspects of locating the new
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SPR fagility in Mississippi or Louisiana outweigh the harm, Dow suggests that the Environmental
Justice aspect of the EIS be weighed in favor of locating the new SPR facility in Mississippi or
.Louisiana. This project may well be one that has a positive overall impact from the location, ﬁ'om
an Environmental Justice perspective. -
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Appendix

The Dow Chemical Company
400 West Sam Houston Pkwy. S
Houston, TX  77042-1289

October 4, 2005

Re: Comments on Preparation of aNew.S-Year QCS 0il and Gas Leasing Program for 2007-2012. 70
Federal Register 49669-49679 (08/24/05)

Dear Ms Orr:

The Dow Chemical Company is pleased to comment on the Minerals Management Service (MMS) Request
for Comments on the preparation of a new 5-Year Outer Continental Shelf (OCS) Oil and Gas Leasing
Program for 2007-2012. Dow is the nation’s leading manufacturer of chemicals, plastics and agricultural
products that are essential to a wide range of consumer goods — from automobiles and electronics to
household cleaners and personal care products. Because chemical manufacturing is very energy intensive,
companies like Dow must have access to a reliable, affordable supply of domestic energy in order to meet
the needs of our customers — and to remain globally competitive. Therefore, Dow has a direct and a strong
interest in the development of the next offshore leasing program.

In recent years, persistently high and volatile U.S. oil and natural gas prices have threatened the long-term
health of our nation’s chemical manufacturers. Over the past six years the rising price of natural gas, in
particular, has been felf acutely by chemical producers like Dow, because we use natural gas as both an
energy source and a critical raw material. This energy crisis has recently been underscored by Hurricane
Katrina and Hurricane Rita. '

In recent years, Dow has been forced to take aggressive action to mitigate the impact of
escalating feedstock and energy costs. We have implemented a companywide cost-
reduction plan, improved our energy efficiency, increased productivity, raised the prices
of our products, shut down a number of non-competitive U.S. facilities, and shifted some
production and jobs overseas — to parts of the world where energy is far more available
and competitively priced. In short, we are doing everything in our power to address this
unprecedented challenge — but we are reaching the limit of what we can do without
further government action. For the sake of our nation’s economy, we absolutely must
drive toward environmentally sound production of this nation's vast off-shore energy
reserves.

The OCS is vitally important to America’s energy security.

The Outer Continental Shelf (OCS) contains huge, untapped resources of oil and natural gas that are
critically important to sustaining our national economic growth and maintaining much-needed jobs in

virtually every sector of the economy. Therefore we commend the Minerals Management Service (MMS)
for asking for comments on all areas of the Outer Continental Shelf (OCS), including the 89% of the lower
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48 OCS acreage that remains “off limits” due to moratoria (including, the Atlantic and Pacific offshore and
most of the Eastern Gulf of Mexico} as well as the resource-rich areas off Alaska’s coast.

We need to fully develop the OCS -- and we urge you to adopt as expansive a 5-year leasing program
as possible.

OCS development has been limited for too long to the Central and Western Gulf of Mexico. This has been
a vitally important area — supplying almost 30% of the oil produced in the U.S. and about 20% of the
natural gas. As we have been reminded all too starkly by recent events, disruptions in supplies from this
area have national implications affecting consumners throughout the country. While this area will remain
vitally important, it is clear we must expand energy development to other parts of the OCS.

The next S-year plan must provide for expanded leasing in the OCS.

While the OCS has played a key role in helping meet US energy needs, particularly the need for clean-
burning natural gas, expanded access to new QCS areas is needed to ensure adequate future domestic
energy supplies. The Energy Policy Act of 2005 was an important step toward addressing the nation’s
energy challenges - with its emphasis on energy efficiency & conservation, improved infrastructure, and
practical renewables and alternatives such as clean coal and advanced nuclear power. However, U.S.
energy policy has not sufficiently emphasized the importance of developing domestic oil and natural gas
supplies. As the Congressional Joint Economic Committee pointed out, U.S. policy has encouraged the
use of clean-burning natural gas, while discouraging the development of new supplies — an approach that
they called “a recipe for problems.” The next 5-year plan can take an important step to address American
consumers’ future energy needs by providing for expanded OCS leasing, including:

¢  Open the remaining Sale 181 area; it has substantial energy resource potential and access to existing
infrastructure that could help speed delivery to energy users.

« Expand acreage offered for lease in Alaska. Alaska’s OCS is estimated to contain 122 trillion cubic
feet (Tcf) of natural gas and 25 billion barrels of oil — enough natural gas to heat more than 60 million
homes for 30 years and enough oil to fuel more than 50 million cars for 15 years.

* Provide a flexible, timely process for amending the plan to allow inclusion of areas where development
is currently prohibited should they be opened to development in the future.

Policymakers intended to use the OCS to support energy development.

The Outer Continental Shelf Lands Act (OCSLA) explicitly recognizes the importance of OCS oil and
natural gas production. The OCSLA declares that it is “...the policy of the United States that....the Quter
Continental Shelf is a vital national resource reserve held by the Federal Government for the public, which
should be made available for expeditious and orderly development, subject to environmental safeguards, in
a manner which is consistent with the maintenance of competition and other national needs.” Further, the
1978 amendments to the OCSLA found that ... increasing reliance on imported oil is not inevitable, but is
rather subject to significant reduction by increasing the development of domestic sources of energy
supplies...”

Substantial OCS resources could be developed.

Various types of moratoria have restricted energy development by preventing exploration and production
off most of the U.S. coastline. Such restrictions mean we are denying American consumers vast domestic
energy supplies. - For example, there are about 300 Tcf of natural gas and more than 50 billion barrels of
oil on the OCS off the 48 states that can be recovered using today’s technology but which have yet to be
discovered.

To put this in perspective, this is enough oil to maintain current US oil production for more than 80 years
and current natural gas production for almost 70 years. Put another way, this is enough oil to produce
gasoline for 116 million cars ard heating oil for 47 million homes for 15 years. Or, it is enough oil to
replace current imports from the Persian Gulf for 59 years and enough natural gas to heat 75 million homes
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for 60 years. Or, it could supply current industrial and commercial needs for 29 years. Or, it could supply
current electricity generating needs for 55 years, And, that is before the Alaska OCS is considered, with
additional resources of 122 tef of natural gas and 25 billion barrels of oil. The importance of these
resources cannot be overstated.

Current resource estimates could well understate OCS supply potential

Experience suggests that there may be even greater OCS resources than the data show. Current resource
estimates may be conservative since the areas are largely unexplored and the estimates have not benefited
from the use of new seismic and computer modeling technology. Generally, the more an area is explored,
the more its resource estimates grow. For example, government estimates of undiscovered oil in the
Central and Western Gulf of Mexico increased by over 400% between 1995 and 2003 and undiscovered
natural gas resources by more than 100%.

Failure to expand access wifl hurt our nation’s economy.

Across the nation, Americans will pay a high price if the OCS remains essentially “off limits.” The US
Energy Information Administration (EIA) forecasts that, by 2025, petrolewmn demand will increase by 39%
and natural gas demand by 34%. E1A also estimates that oil and natural gas will provide nearly two-thirds
of the energy consumed in 2025.

in the past two years, higher energy prices have slowed U.S. economic growth by .5 to 1.0% (based on pre-
hurricane prices). Since 2000 more than 2.8 million U.S. manufacturing jobs have been lost. The US
chemical industry has been especially hard hit. Our industry’s natural gas costs have increased by §10
billion since 2003 — and already $40 billion in business has been lost to overseas competitors who pay less
for natural gas. Chemical companies closed 70 facilities in the United States in 2004 and have tagged at
least 40 more for shutdown. Of the 120 chemical plants being built around the world with price tags of $1
billion or more, only one is in the U.S. Dow has no plans to build in the U.S. given current uncompetitive
energy prices.

Expanded OCS access is a national imperative, and the nation just received a wake-up call. The OCS has
played a growing role in US natural gas and oil supply for more than 50 years. Technological advances not
only helped increase and expand production, but also have assured safe operations that protect the
environment. Worldwide, virtually every other country with oil and gas resources is promoting investment
in and developing their offshore resources. '

The U.S. has an opportunity to improve our energy situation and continue to support economic growth,
while providing consumers and businesses with the essential energy that they need. Let’s take this
opportunity to strengthen the U.S. economy, preserve an essential industry, maintain our nation’s
leadership in science and technology, and keep more high-wage manufacturmg jobs in the U.S. — by
adopting an expansive OCS leasing program.

Dow appreciates the opportunity to comment. If you have any questions, please contact me at (

Sincerely,

- -

Gordon Slack
Energy Business Director
The Dow Chemical Company
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The Dow Chemical Company
American Chemistry Council

STATEMENT FOR THE RECORD

SENATE ENERGY AND NATURAL RESOURCES COMMITTEE

HEARING ON

Hurricanes Katrina and Rita’s effects on energy ‘
infrastructure and the status of recovery efforts in the Gulf
Coast region.
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SECTIONI  Introduction and Executive Summary

“After Katrina we got a call from a bottled water company in the South
scrambling to get some HDPE(high density polyethylene plastic). His vegular supplier curtailed him. He
needed the plastic to make bottles so he could supply bottled water o FEMA. Our Louisiana plants were
still restarting, gas supply was curtailed and we were closing our TX plants in anticipation of Rita. We i
couldn’t help him.”

Chemical Company Executive Located in Hurricane Zone

The Dow Chemical Company and the American Chemistry Council welcome the opportunity to
provide the Committee with an update on Hurricanes Katrina and Rita's effects on energy
infrastructure and the status of recovery efforts in the Gulf Coast region.

This topic is of acute interest to the US chemical industry because the Gulf Coast is home to the
world’s largest concentration of chermical manufacturing capacity. The Gulf is to chernical
manufacturing as Wall Street is to finance, - '

The chemical industry has been operating in the Gulf for more than seven decades. Out engineers
and operators are experts in hurricane preparedness. Plants are designed and built to withstand
Category Five storms. All members of the American Chemistry Council (ACC), under our
trademark health, safety, environment and security program, Responsible Care®, have long-
established hurricane plans that operate before, during and after storms. Facilities cooperate
with local, state and national authorities, other businesses and transportation systems, along the
path of the storms and through recovery. Companies will evaluate and enhance those plans to
incorporate learnings from Katrina and Rita as part of their ongoing performance improvement
process. .
Typically, these emergency plans include the safe shutdown and lockdown of facilities, removal
of vehicles and other equipment, evacuation and accounting of employees, and placement of
emergency “ride-out” crews on-site, when feasible. We then carefully assess post-storm
conditions to allow facilities to resume operations safely.

Having said that, our industry has also been severely damaged by the hurricanes. Not by the
high winds and not by the storm surges and floodwaters, but by the high cost and limited
availability of natural gas.

Natural gas is of vital importance to our industry. It heats and powers our facilities, but it is also
our most important raw material. We process natural gas molecules into thousands of products
that can be found everywhere in the economy.

Today, most chemical plants in the Guif Coast are closed or are operating at reduced rates. For
some, it is because they are without power. For others, they have been cut off from their gas
supply or they are choosing not to pay today’s prices. Soon the loss of chemical manufacturing in
the Gulf will ripple through the economy in the form of shortages and higher prices.
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The industry faces hard choices on how and where it will base its operations in the future. On
September 30, 2005 the wholesale spot price of natural gas was $14.50 per MMBtu. In Europe
natural gas costs about $7.00. In China, it's less than $5.00. In Saudi Arabia, it's less than $1.00. US
manufacturers must compete in global markets. Companies must decide where to locate
production, where to locate jobs, where to pay taxes and support communities. When US
production costs two to twenty times more than it does in the rest of the world, it is hard to
justify investing in America.

Public policy makers will exert enormous influence on how those decisions are made. It is well
documented how certain policies bid up demand for natural gas to make electricity in the US and
other policies restrict access to supply. What is not as well known is that the manufacturing
sector pays the price for those policy decisions. In the recent past, policy decisions costs the US
chemical industry dearly. Policy induced price gyrations between 2000 and 2005 handed overseas
chemical operations a huge competitive advantage: The US chemical industry went from posting
the largest trade surpluses in the nation’s history in the late 1990's to becoming a net importer. In
that time, the industry lost more than $50 billion in business to overseas operations and more
than 100,000 good-paying jobs in our industry have disappeared. The National Association of
Manufacturers reports that 2.9 million American manufacturing jobs disappeared in that time,

Policy makers are again in a position to influence the US manufacturing environment. The short-
term outlook for natural gas consumers is grim, Until very recently, government officials had
severely underestimated the combined impact of the two hurricanes (especially Rita) on the
nation’s energy infrastructure. As of this writing, nearly 100 percent of the Gulf of Mexico oil
production and 80 percent of natural gas output remain shut in. More than 20 natural gas
processing plants on shore are closed, some are damaged, some have no power. Pipelines are not
fully operational. Eight refineries remained closed and eight are restarting. Power remains out in
the Beaumont-Port Arthur-Lake Charles area.

ACC is doubtful that the Gulf's energy infrastructure will be fully restored before the winter
heating season starts. There is no surplus natural gas production capacity available to fill the
void. There is not a “Strategic Natural Gas Reserve” available to make up for supply disruptions.
Natural Gas will be in short supply this winter.

Natural Gas consumers will be competing for a scarce commodity. Pelicy makers can cushion the
blow, if swift action is taken to stretch the supply and curb consumption. We recommend the
following:

1. Send a powerful message to the markets by eliminating barriers to energy production
in the Outer Continental Shelf (OCS) and share revenues on new production with
states.

2. Expedite leasing in the area of the eastern Gulf of Mexico known as Lease Sale 181, at
least for areas greater than 100 miles from the coast of Florida.

3. Declare a national emergency before winter, shock national awareness of supply problem
and mobilize federal resources
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4. Give priority to dispatching highly efficient CHP and Natural Gas Combined Cycle
generating capacity to the grid.

5. Restore service to damaged natural gas processing plants on the Louisiana coast.
More detailed policy recommendations are contained in Section V

If the right responses are put in place right away, tensions in the market can be eased and gas
consumers can weather the current crisis. If prices remain at or near current levels,
manufacturers will be driven out of the market and many may not return.

SECTION II The US Chemical Industry at a Glance

The chemical industry fuels the American economy.

+  The chemical industry is the leading American export industry accounting for 10% of alt
U.S. exports.

¢  We generate more than half a trillion dollars to the U.S. economy each year.

»  The chemical indusiry has created a $154 billion trade surplus over the past ten years,

» The industry directly employs more than 885,000 people, a ﬁgure larger than the
combined populations of Boston and Buffalo.

¢  Chemistry dependent industries account for nearly 37 million jobs or 26.6% of the entire
workforce.

" The chemical industry improves our health and keeps our families safe.

» New drugs and medicines made possible by chemistry have increased life expectancy in
the US by more than 30-years over the past century.

* A plastic bicycle helmet, one of the chemistry industry’s most popular innovations, can
reduce a child’s risk of head injury by 85% according to'Safe Kids USA.

¢ 98% of all U.S. public drinking water is safe to use because of chemistry.

*  According to the National Highway Traffic Safety Administration, more than 14,000 lives
have been saved thanks to airbags, a product of chemistry.

Chemistry is essential fo LLS. business and industry.

¢ The chemical industry supplies the raw materials used by virtually every industry from
aircraft construction to zoc management. ‘

»  More than 80% of the materials used to formulate all medicine come from the chemistry
industry. |

s  The chemical industry is America’s second largest rail shipper.

»  The major innovations over the past century that have increased productivity from the
phone, computer and Blackberry exist because of chemistry.

Chemistry is at the heart of innovation, helping to make our lives better, healthier and safer.

¢ The chemical industry invests more than $22 billion a year in research and development .
— the most of any single industry outside of national defense.

s One out of every eight new patents is awarded to the chemistry industry.

e The American chemical industry employs the highest percentage of knowledge workers
of any industry and employs more than 80,000 chemists, scientists and engineers.
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SECTION III Hurricane Katrina & Rita: Ripple Effects from Shortages

Potential Product Shortages Following Hurricanes Katrina and Rita

Some of the most commonly used consumer and industrial products may be in short supply in
coming months due to North American chemical capacity shut-ins following the hurricanes in
-the Gulf of Mexico. Following are some examples of products for which there may be shortages.

Tires, radiator and other hoses, fan belis, and bumpers; seals and gaskets; automotive
belts and hoses, asphalt binder and roofing. {62 percent of North American butadiene
capacity, used to make these products, is down)

Oil, milk, detergent botiles; gasoline tanks; corrugated and drainage pip.e. {55 percent
of North American high density polyethylene capacity, used to make these products, is
down.)

Syringes, medical fabrics, automotive battery cases, dairy containers, diaper
coverstock, and food packaging. (55 percent of North American polypropylene capacity
used to make these products, is down).

Diaper liners, shrink film and bread bags. (46 percent of North American low density
pelyethylene capacity, used to make these products, is downy).

Plastic resins, films and bottles; automobile antifreeze blends, including those for
military vehicles, and for de-icing runways and aircraff; fire extinguishers and
sprinkler systems. (39 percent of North American ethylene glycol capacity, used to make
these products, is down) '

Source: CMAI, petrochemicals consultant (www.cmaiglobal.com)

SECTION IV Background: The importance of affordable energy to the

US Chemical Industry, How the natural gas crisis
developed, and what the Energy Policy Act of 2005

accomplishes
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America’s chemical industry is the nation’s largest energy consumer. We use energy - especially
natural gas - to heat and power our facilities, and as a raw material to make thousands of
products consumers use every day. Chemical companies use more natural gas than California
and more electricity than the state of New York. The chemical industry consumes enough
natural gas to heat 30 million homes a year — almost half of the nation’s home heating needs

Natural gas can do amazing things. It can be used to heat and cool a home, to make electricity
and as a key ingredient in products — lots and lots of products. These include medicines, medical
equipment, packaged goods, military applications and others. Numerous “downstream”
industries rely on natural gas-produced chémistry products including agriculture, steel,
aluminum, and cement.

Advances in Energy Efficiency .

Fortunately, the chemical industry has made great strides in energy efficiency. For example, we
can make a pound of product with half as much energy as it took a generation ago. But éven with
these efficiency improvements, an imrmense amount of energy is still required for chemical
manufacturing. Chemical makers need more energy than the entire country of Mexico, and
roughly the same amount as Brazil.

Many chemistry products that are made with natural gas help make other parts of the economy

- more energy efficient. Energy-saving products such as insulation, lightweight vehicle parts,
advanced window systems and reflective coatings are all made from chemicals made from
natural gas. ‘

Supply/Demand Imbalance Leads to Skyrocketing Natural Gas Costs

The problem is, America is using more and more natural gas and producing less and less. Asa
result, the price of natural gas has increased by 700 percent since the late 1990’s. If the same thing
happened to gascline, prices at the pump would be more than $7.00 a gallon.

For industries like ours, those high prices hurt. In 1999, the chemical industry paid about $25
billion for all of its energy inputs — fuel, power and feedstocks such as natural gas. Last year, the
tab topped $52 billion. Beginning in 2000, the industry has shelled out $80 billion more for
energy than it was paying in the 1990" s.

The effect of those additional costs - think of it as a huge energy tax — has been severe. We've
seen a 20 percent decline in natural gas consumption in the chemical industry. Call it demand
destruction. Dozens of plants around the country have closed their doors and gone away — and
are never coming back.

US chemical industry domestic operations lost $50 billion in business to overseas operations since
2000. We went from posting trade surpluses in exeess of $20 billion - the most successful export
industry in the history of this nation — to becoming a net importer of chemicals. More than
100,000 American jobs have been displaced, in large part due to the hidden “energy tax.”
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Not long ago, Business Week noted that of the 120 large-scale chemical plants under construction
around the globe, only one is being built in the United States. The plants under construction are
located in places where natural gas supply is abundant, reliable and affordable.

Unlike oil, natural gas is a regional commodity, not-a global one. And US natural gas prices are
the highest in the wozld -- at the moment, US gas prices are 20 times higher than in Saudi Arabia.

Impact of Government Policies on Natural Gas Supply, Price

In the 1990’s, new governument regulations began driving electric utilities to reduce air emissions
by burning natural gas to make power. An enormous amount of gas-fired power generation
capacity came on line in the past decade. Utility consumption of natural gas grew by 31 percent
in a few short years.

The nation’s appetite for electricity is rapidly growing and is expected to increase by as much as
50 percent in the next 20 years. Natural gas supply cannot meet incremental demand. The
government says that new supplies of domestically produced natural gas will only meet 30
percent of future demand growth. Quite simply, there’s not enough gas to go around. To meet
this challenge, the U.S. must meet its growing energy needs by investing in new technologies that
produce power from renewables (for exanple wind and solar), non-polluting nuclear,
agricultural sources of energy (sometimes called biomass) and low-polluting coal power.

Energy Policy Act of 2005

In August of 2005, the president signed into law a sweeping new energy bill called the Energy
Policy Act of 2005. On balance, it is a very good policy and, over the long haul, it can change the
way the nation makes and uses power. The legislation breaks new ground in the area of energy
efficiency: We will see new standards of performance for appliances, homes and buildings as a
result of the legislation’s efficiency measures.

It also makes a serious effort to diversify the energy supply — to move away from the natural gas-
" is-the-answer-to-everything mentality that dominates current policy. The legislation will launch
anew generation of technologies used to make power, including coal gasification, rencwable
energy and nuclear power. o

The nationt’s energy infrastructure will get a much-needed facelift. The legislation will lead to
new investment in gas pipelines and storage facilities and will result in new LNG terminals.

SECTION V: Unfinished Business. New policies needed in the post- ) Hurricane period

Expand natural gas supplies and reduce concentration of nation’s energy infrastructure in three ways:

. eliminate barTiers to energy production in OCS and share revenues on new production with states. MMS estimates that OCS
contains 406 TCF of recoverable natural gas. More than 85 percent of OCS is off-limnits to use as a result of federal policies set in
place 25 years ago when NG was cheap and plentiful;

. increase gas production on shore by removing red tape and seasonal restrictions;

. accelerate and increase tax credits and guarantees for investing in gasification technologies for the production of fuels and
feedstocks;

. expedite leasing in the area of the eastern Gulf of Mexico known as Lease Sale 181, at least for areas greater than 100 miles from
the coast of Florida. ) . .

. Site new LNG terminals, especially on Atlantic and Pacific coasts. Set a goal of four new terminals (not all on Gulf Coast) by
2010.

31



" Restore lost gas and oil production, The government should use its authority to speed emergency reconstruction of damaged pipelines
(Ernergency Reconstruction of Interstate Pipeline ruling of 2003) and inaplement other red-tape cutting measures to restore damaged
drilling rigs and production platforms. The government should also employ the Coast Guard, Army Corps of Engineer and other federal
assets as needed fo speed repairs of damaged production sites and indrastructure, Priority should be given to restoring service fo
damaged natural gas processing plants on the Louisiana coast. In addition to removing sulfur and other impurites, these plants also .
remove natural gas liquids, such as ethane and propane, primary chemical feedstocks. Three of those damaged plants process the
equivalent of three LNG terminals, Help is needed to transport and honse repair erews, pump out the plants, restore power, repair
damages and resume operations.

Encourage Efficient Consumption. To avert shortages this winter and in future years, actions are needed now to ease the strain on natural
gas markets. In the short term emphasis should be placed on reducing gas demand through conservation and efficiency measures. These
immediate actions are needed: :

- Declare a national emergency before winter, shock national awareness of supply problem and mobilize federal resources,
includirng...

. Fund in 05 the national public education camnpaign authorized in Title I of EPACT05. Doing so will harness the American
people’s strong desire to “do something” to help recovery efforts. Little actions can achieve big results. If all Americans turned
down their thermostats by 2 degree this winter, it would free up 3 BCF of gas per day.

. Mave up to Oct. 1, 2005 effective date for tax credits authorized in EPACTO5 for homeowners, builders and commercial
building owners for investment in energy efficiency.

. Require up-to-date building codes in states using federal funds to recover from the hurricanes and encourage all states to use
most current codes.

. Accelerate completion of tardy apphiance codes and development of new codes authorized in the energy bill.

» Expand and spotlight The Partnership for Home Energy Efficiency (DOE,HUD,EPA).
¢ Expand funding for weatherization programs and dispatch crews to go into homes, audit
energy consumption, and install weatherization materials and equipment as needed.

Encourage Efficient Generation: In many parts of the country inefficient natural gas power generators supply baseload power and highly
efficient generation is reserved for peak demand. To make power generation more efficient, the following actions are needed:

+ Build new and cfficient transmrission capacity in order to remove system constraints.
»  Retire or put in reserve inefficient single-cycle generation capacity
. Give priority to dispatching CHP and Natural Gas Combined Cycle capacity ... restore CHP tax incentives.

Diversify Fuel Supplies. The large build up of natural gas fired power genéraﬁon in recent years is putting an unsustainable strain on
natural gas supplies. Gas consumption for power generation increased by 25 percent this summer, driving prices up from $6.00 to nearly
$10.00 per million BTU. Utilities should be encouraged to reake power from other fuel sources, by: '

. Accelerating coal and biomass gasification. The US has the world's largest reserves of coal and (potentially) bicmass.
Gasification technology is ready for deployment and the government should help speed up commercial use by utilities.

. Site new nuclear power. Nuclear answers environmental and energy questions. The government should consider building new
reactors on federal lands.

Distribute energy supply and power generation. The Hurricanes proved that the entire nation can be affected by regional disruptions and

the energy infrastructure is highly reliant on the integrity of the electrical grid. To reduce econornic and national security vulnerabilities
government should:

. Create incentives for refineries, pipelines and Jarge erergy using industrial, institutional and cormercial facilities to produce
heat and power on site )

. Encourage all states to implement “efficient portfolic standards” defined to include renewables, CHP, gasification and other
low-polluting means.

Increase Nafural Gas storage capacify to-make the natural gas systemn more resilient. The Strategic Petroleum Reserve did its job and

restored calm to jittery oil markets. Natural gas does not have adequate reserve capacity and that contributes to price volatility. Additional
storage capacity would help the market adjust to temporary supply shortages,
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Hurricane Katrina & Rita: Ripple Effects from
Shortages

(Source: CMAI and ACC)
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Acrylonitrile —, 55% of North American acrylonitrile capacity is down. It is used to manufacture
ABS resins for automotive trim, irrigation, and office equipment, telecommunications and
appliance housings and to manufacture SAN resins used in medical housings and industrial
batteries, among other applications.

Butadiene - 62% of North American butadiene capacity is down. It is the primary olefin used to
make a variety of synthetic elastomers including; styrene-butadiene used in tires, radiator and
other hoses, fan belts, and bumpers; polybutadiene used in seals and gaskets, belts, and tires; and
polychloroprene used in automotive belts and hoses, asphalt binder, and roofing.

Chlorine — 16% of North American chlorine capacity is down.

It is used directly in water treatment, papér manufacturing, and in the production of certain
lightweight metals (titanfum and magnesiumy) used in aircraft. Indirectly, it is used to make a
‘variety of important building-block chemicals, such as trichloroethylene, phosgene, chlorinated
hydrocarbons, neoprene, polyvinyl chloride (PVC), hydrogen chloride, and ethylene dichloride.
In turn, these are used to ultimately produce thousands of industrial and consumer products.
Some indirect applications include the production of pharmaceuticals, wool, flame retardant
materials, and special batteries (lithivm and zinc). Chlorine is also used in the processing of fish,
meat, vegetables, and fruit. The largest end uses of chiorine include the making of ethylene
dichloride, vinyl chloride monomer, and PVC resins (used to make a variety of products such as
medical bags and tubing, adhesives, protective clothing, pipes, siding for homes, and rainceats).

Caustic soda is co-produced with chlorine and a similar share is down. Caustic soda is used in
glass making and variety of products. It's used in epichlorohydrin used in glycerin for food
products as well as epoxy resins for coatings, aircraft composites, dry toner resin, electronic
encapsulants, automotive leaf springs, printed circuit boards, ete. Caustic soda is used to
manufacture carbomethylcellulose for oil drilling muds, food processing, and pharmaceuticals.
Caustic soda is used to manufacture sodium citrate used as a food conditioning agent in cheese
and meat as well as in detergents. Caustic soda is used to manufacture polycarbonate used for
eyeglass lenses, helmets, computers, and CDs.

Cyclohexane — 80% of North American cyclohexane capacity is down. It is used to manufacture
nylon resins used in electrical and automotive components, wire jackets, non-textile
monofilament, and too! housing as well as nylon fibers used in parachutes and other textile
applications. '

Ethylene Glycol - 39% of North American ethylene glycol capacity is down. Most ethylene
glycol produced is use to make polyethylene terephthalate (PET), which is used to make plastic
resins, films, and bottles. The other major end use is as a coolant in automobile antifreeze blends,
including for military vehicles. It is used in de-icing runways and aircraft. It is also used in fire
extinguishers and in sprinkler systems. Army boot soles are derived from ethylene glycol.

Ethylene Oxide — 43% of North American ethylene oxide capacity is down. The largest share is
used to make ethylene glycol (which is used to make polyester fibers/resins and antifreeze). The
next largest application is in the making of surfactants and detergents. This chemical is also used
to make other chemicals, such as ethanolamines (used for gas conditioning and soap production)
and glycol ethers (used to rake paint, brake fluids, aircraft fuel additives). Ethylene oxide is also
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used as a petroleum demulsifier, as a fumigant, in the making of rocket propellant, and as a
sterilizing agent for industrial applications.

HDPE — 55% of North American HDPE (high density polyethylene) capacity is down. Important
products made from HDPE include oil, milk, and detergent bottles, as well as conduit, gasoline
tanks, and corrugated and drainage pipe.

LDPE — 46% of North American LDPE (low density polyethylene) capacity is down. Irnportant
products made from LDPE include diaper liners, shrink film, and bread bags.

LLDPE - 73% of North American LDPE (linear low density polyethylene) capacity is down.
Important products made from LLDPE include chemical tanks, trash bags, pallet wrap, produce
bags, food storage bags, and landfill liners.

Methyl Methacrylate - 69% of North American methyl methacrylate éapécity is down. This is
used to manufacture acrylic paints as well as acrylic resins used in disposable and reusable
medical devices, especially in the area of drug delivery components and diagnostics. Other resin
applications include automotive tail lights, instrument cluster lenses, optical disks, glazing, and

safety signs.

Phenol - 38% of North American phenol capacity is down. It is used to manufacture bisphenol-A
which is used to manufacture polycarbonbate resins (eyeglass lenses, safety helmets, etc.) and
caprolactum used to manufacture nylon resins (fan blades, brake reservoirs, etc.) Phenol is also
used to manufacture phenolic resins used in structural panels for reconstruction.

Polybutadiene - 84% of North American polybutadiene capacity is dow. It is used in seals and
gaskets, conveyor belts, and the tread for automotive tires.

Polypropylene — 55% of North American polypropylene capacity is down. Important products
made from polypropylene include syringes, medical fabrics, automotive battery cases, dairy
containers, diaper coverstock, and food packaging.

PVC - 21% of North American PVC capacity is down. PVC resins are used in pipe, conduit,
siding and other construction products needed for re-building after Katrina and Rita. Vinyl resins
are also used in IV and other medical tubing and bags. '

Styrene - 85% of North American styrene capacity is down. Styrene is used to manufacture
polystyrene, ABS & other styrenic resins, SB latex used in carpeting, unsaturated polyester, and

SBR elastomers. The latter is the key elastomer for tires, radiator hoses, and fan belts

Styrene-Butadiene Rubber (SBR) - 55% of North American SBR capacity is down. It is the key
elastomer for tires (it provides abrasion resistance), radiator hoses, and fan belts
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Notable Quotes
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“'Chemical companies have been under assault for several years’, said Robert Koort, an
analyst at Goldman Sachs who has an attraciive rating on the chemical sector.”
*“As Natural Gas Prices Rise, So Do the Costs of Things Made
With Chemicals,” The New York Times, September 28, 2005

“The chemical industry also has been slugged with rising fossil fuel prices, in the form of
natural gas. Now its customers must deal with potential shortages.”
“Spikes and Shortages Go Far Beyond Gas,” The Washington Post,
September 2, 2005

“While there is concern about high gasoline prices, a more serious impact may be felt this
winter with regards to natural gas, with sky-high winter utility bills looming. On an eminous
note, natural gas prices on the New York Mercantile Exchange closed Thursday at the highest
level since 1990.” '
“Rita Adds to Gulf Gas Woes as Shut-ins Mount in Wake of
Storm,” Natural Gas Week, Sept. 26, 2005

“Natural gas prices set a record yesterday, pointing to sharply higher heating bills for a
majority of Americans this winter and soaring costs for makers of plastics and chemicals,
which use natural gas as their main fuel and raw material.”
“Heat Costs Expected to Surge: Natural Gas Price Continues
Climb,” The New York Times, Sept. 30, 2005

“Natural gas not only fuels chemical plants, but it is used to extract chemical
ingredients...Natural gas prices, which were already high, soared after Katrina. They have
more than doubled in the last year. The complications from Rita are expected to boost prices
.on a whole range of products from milk containers to computers to pharmaceuticals.”

The Nightly Business Report, PBS, Sept. 23, 2005

“American industry consumes a third of the country’s natural gas, while residential use is less
than a quarter. As a result of the current supply crunch, prices for all sorts of goods are likely
to rise, some products may be in short supply and the flow of U.S. jobs to overseas plants may
increase.” '
‘ “The QOther Gas Crisis: Katrina's Blow to Natural Gas Will Pinch
Chemical Makers, Cost Jobs and Raise Prices for Cars and
Shampoo,” CQ Weekly, Sept. 19, 2005.

“The Institute for Supply Management, which issues a monthly report on the U.S. industrial
sector, reported this week that prices manufacturers are paying for goods surged in August.
Rising energy costs pushed a key index measuring prices to 62.5 from July's 48.5.”
“Cost of Warm, Stocked House Surges; Household Goods” Raw
Materials Scarcer,” The Baliimore Sun, September 3, 2005.
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“Industry groups, including the American Chemistry Council, argue it is important to find

more natural gas to get prices down. The fuel, which has increased five-fold in recent years,

not only is used widely to heat homes and for electric power but also in the making of

fertilizer and other chemical products.” :
“Katrina Spurs New Debate on Energy Policy,” Associated Press,
September 12, 2005 ’

“Although not as prominent as oil — its fossil fuel cousin — natural gas is nsed for heating and
cooking in over 61 million homes, according to the U.S. Energy Information Administration.
Nearly 25 percent of the country’s electricity comes from gas.”
“Natural Gas Prices Put U.S. Jobs and Businesses At Risk,” C(Q
Green Sheets, Sept. 22, 2005

“The U.S. Energy Information Administration estimates natural gas prices could rise by 71
percent in the Midwest and an average of 50 percent nationwide. And Mother Nature may yet
again make the problem worse.,.If we have a particularly cold winter, an unusually cold
winter, the market will be even then much tighter.”

The Today Show, NBC News, Sept. 29, 2005

“The Energy Information Administration predicts that natural gas prices will remain above
$10 per million cubic feet throughout peak winter demand. EIA analysts estimate that the
average Midwestern household will pay between 71 percent and 77 percent more for natural
gas this winter compared to last year.”
: “Bingaman Says Agencies Must Immediately Implement Energy
Law,” EnergyWashington Week, Sept. 28, 2005

“The U.S. Interior Department reporfed that as of September 29, 2005...shut-in [natural] gas
production [in the Gulf of Mexico, following the hurricanes] is 7,979 cubic feet (79.79 percent
of the daily production.)”
' “Hurricane Update,” CMAI, petrochemicals consultant, Sept. 29,
2005

“Marshall Steeves, energy analyst at Refco in New York,..said [natural] gas traders are worried
about the amount of supply affected by the recent hurricane. A US government report this
week raised the amount of natural gas production shut down in the US Gulf of Mexico from
78 to 80 per cent. ‘The market has been looking for more gas to come back into production.
Instead there appears to be more output affected than we first thought,” he said.”
“Natural Gas Prices Rise to Record High,” Financial Times, Sept.
30, 2005

“[Senator Jeff] Bingaman's letter to Energy Secretary Samuel Bodman urges the [Dept. of

Energyl to take action to reduce natural gas demand by consulting with states, consumers and

industry to develop an action plan. The first step would be to initiate a public outreach similar

to the one employed in California during the 2000-01 energy crisis. The Energy Policy Act of

2005 authorizes $90 million a year for DOE to implement a conservation campaign. ‘I urge you

to initiate a public outreach program targeted at natural gas this fall,” wrote Bingaman.”
“Bingaman Says Agencies Must Immediately Implement Energy
Law,” EnergyWashington Week, Sept, 28, 2005
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“Natural gas again hit record highs Wednesday as the delay in restarting production in the
Gulf of Mexico worries investors. that damage may be more severe than expected... ...The
hurricanes boosted prices for natural gas more than for other commodities because the country
cannot impozrt enough gas to make up for possible deficiencies. Moving natural gas long
distances involves liquefying the gas, and the country has limited facilities to process such
gas. ‘Industry is starting to realize that natural gas is scarce. There's no such thing as a strategic
natural gas reserve. We're on our own,” said Walter Otstott, a trader with Dallas Commodity
Co” :
“Natural Gas Hits Record: Production Delays Spur Fears That .
Rita Damage Is Worse Than Expected,” The Dallas Morning News,
Sept. 29, 2005
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RESOLUTION NO. R-06-516

RESOLUTION OF THE CITY OF LAKE JACKSON TEXAS, IN
OPPOSITION TO A STRATEGIC PETROLEUM RESERVE AT
STRATTON RIDGE

WHEREAS, it is understood that the Energy Policy Act of 2005 directs the
Secretary of Energy fo fill the Strategic Petroleum Reserve to its one billion barrel
capacity, and this will require the Department of Energy to expand the Strateglc
Petroleum Reserve, such plans to include adding one new storage site, and

WHEREAS, Stration Ridge, Texas is one of the new sites being considered from
the group of sites previously assessed in the Draft Environmental Impact Statement,
and Stratton Ridge is located within Brazoria County, Texas, and

WHEREAS, the proposal to locate a Strategic Petroleum Reserve storage
operation at Stratton Ridge, Texas would have an adverse affect on the area’s chemical
manufacturing industry which constitutes the very foundation of the economy of South
Brazoria County with over five thousand direct jobs and as many as four to eight times
that number of indirect jobs among contractors and suppliers; and

WHEREAS, the City of Lake Jackson and other cities in Southern Brazoria
County would be harmfully affected by expansion of the Strategic Petroleum Reserve at
- Stratton Ridge, Texas, since much of the annual revenue for the c;ltles flows from the
Chemical Manufacturing Industries; and

WHEREAS, the expansion of the Strategic Petroleum Reserve at Stratton Ridge
would create virtually no significant economic benefit that could conceivably
compensate for the potential harm it would do the local economy; and

WHEREAS, the Department of Energy has other options to meet its mandated
expansion of the Strategic Petroleum Reserve capacity;

NOW, THEREFORE, BE IT RESOLVED, that the Counci! of the City of Lake Jackson,
Texas hereby opposes said location of a Strategic Petroleum Reserve at Stratton
Ridge, Texas. )

APPROVED AND ADOPTED by the Council of the City of Lake Jackson, Texas,
this 3" day of July, 2006. \ - ’

|
i _ [
\ Bob Sippld, Mayor

City of Lake Jackson, Texas

ATTAT!: -

Alice Rodgers i
City Secretary ( "\‘




