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October 4, 2011

The Honorable Pat Tiberi
Chairman
Subcommittee on Select Revenue
Measures
Committee on Ways and Means
Washington, DC 20515

The Honorable Charles Boustany
Chairman
Subcommittee on Oversight
Committee on Ways and Means
Washington, DC 20515

Joint Hearing on Energy Tax Policy and Tax Reform
Submitted for the Record

by
The Industrial Energy Consumers of America

The Industrial Energy Consumers of America (IECA) oppose H.R. 1380, the New
Alternative Transportation to Give Americans Solutions Act of 2011 that subsidizes the
use of natural gas in the transportation sector. Stimulating demand for natural gas is the
responsibility of the markets, not Congress, subsidies or mandates. Manufacturing
competitiveness is dependent upon the price of natural gas for both fuel and feedstock.
If Congress passes this legislation it will increase natural gas demand and price, directly
impacting us. While some in Congress are advocating for subsidies to increase demand
in the transportation sector, others are promoting policies and regulations that would
restrict its production. We urge you to not support H.R. 1380.

IECA member companies are not alone in the opposition to natural gas demand
subsidies.  Attached is a letter dated May 23, 2011 to Senate and House leaders signed
by 65 manufacturing and agricultural organizations that are on record opposing H.R.
1380.

The Industrial Energy Consumers of America is a nonpartisan association of leading
manufacturing companies with $700 billion in annual sales and with more than 750,000
employees nationwide. It is an organization created to promote the interests of
manufacturing companies through research, advocacy, and collaboration for which the
availability, use and cost of energy, power or feedstock play a significant role in their
ability to compete in domestic and world markets. IECA membership represents a
diverse set of industries including: plastics, cement, paper, food processing, brick,
chemicals, fertilizer, insulation, steel, glass, industrial gases, pharmaceutical, aluminum
and brewing.

Advocates of H.R. 1380 have said that it will increase natural gas demand by 1.5 trillion
cubic feet by 2025, about 7 percent of current demand, a significant increase. For
perspective, according to the EIA, total U.S. demand from 2000 to 2010 increased by
only 2.9 percent. This new demand, coupled with the cumulative demand described
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below will result in a substantial increase in natural gas prices for every homeowner,
farmer and business. And, because 24 percent of US electric generation is fueled by
natural gas, electricity prices will go up as well.

We urge the Committee to consider the following information as it addresses this
legislation.

The assumption that natural gas prices are going to remain low is false
The Chicago Mercantile Exchange (CME) futures price of natural gas five years from
now is already selling at prices that are 56 percent higher than today.  That represents
an 11.0 percent per year increase. The futures price of natural gas for November 2011
is trading at around $3.63 mm Btu and the November 2016 price is trading around $5.68
mm Btu. H.R. 1380 will increase prices even higher.

Power sector demand is surging – Too much reliance on one fuel raises risks for
all consumers
According to the EIA, power sector demand has increased 42 percent since 2000.
Demand will accelerate even faster going forward because of the coal to natural gas fuel
switching that will occur as a result of the EPA Electric Utility Boiler MACT Rule and the
EPA Utility Cross-State Air Pollution Rule. The June 2011 National Economic Research
Associates (NERA) study concludes that these two rules will shut down 15 percent of the
coal-fired power capacity and increase natural gas prices by 17 percent by 2016.

EPA Industrial Boiler MACT Rule will increase demand by the industrial sector
The EPA Industrial Boiler MACT Rule will cause coal to natural gas fuel switching to
enable manufacturers to meet new stringent air quality rules over the next three years.

DOE approved or soon to be approved waterborne export facilities increases
demand by nearly 12 percent
The export capacity of these three facilities, by themselves, would increase natural gas
demand by nearly 12 percent. And, other LNG terminals are preparing to apply for
approval. This is significant demand – all by itself.

Subsidies are not needed to increase demand in the transportation market
Given the high and rising price of gasoline, natural gas is a competitive fuel right now
without subsidies.

Subsidies pick winners (the natural gas industry) and losers (manufacturing)
There is a direct relationship between natural gas prices and manufacturing
competitiveness. Manufacturing has lost 5.7 million jobs (33 percent decline) since
2000. Millions of jobs were lost from 1999 to 2004 when natural gas doubled from $3.12
per mcf to $6.53 per mcf. Energy intensive manufacturing industries like chemical,
paper, fertilizer, paper, steel, aluminum and glass shut down thousands of facilities.

Because American manufacturers compete globally against subsidized manufacturers in
countries like China, it is essential that Congress do its part to preserve America’s
competitiveness by refusing to artificially inflate natural gas and electricity costs. It is
important to note that manufacturing uses natural gas as both a fuel and feedstock. As
a feedstock, natural gas (liquids) represents about 80 percent of the cost of making
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ethylene and propylene, a key building block to produce a substantial variety of
chemicals and plastics. If natural gas prices escalate due to subsidies – so does the
price of every consumer product derived from that feedstock.

Higher costs of fertilizer to farmers
Natural gas makes up about 80 percent of the production cost of anhydrous ammonia, a
nitrogen fertilizer and the chemical building block for all other nitrogen fertilizer products.
The farm sector also depends on significant use of natural gas for food processing,
irrigation and crop drying.

The transportation sector already has many alternatives – home owners and
manufacturers do not

Lastly, subsidies will increase the U.S. deficit
Given the $14 trillion deficit, it is unthinkable that Congress would support legislation that
would add to the deficit by subsidizing corporate fleets. And, T. Boone Pickens does not
need a subsidy.

We are not opposed to using natural gas in the transportation sector, but we are
opposed to federal or state subsidies that distort the marketplace at the expense of
consumers. Manufacturing is critical to increasing U.S. jobs and this bill jeopardizes
American industry’s competitiveness.

Sincerely,

Paul N. Cicio
President

Attachment:
Letter dated May 23, 2011 to Senate and House Leadership in opposition to H.R. 1380


