April 22, 2004

TheHonorable Robert B. Zoellick
United States Trade Representative
600 17" Street, N.W.

Washington, D.C. 20508

Dear Ambassador Zodllick:

Pursuant to Section 2104 (e) of the Trade Act of 2002 and Section 135 (€) of the Trade Act of 1974, as
amended, | am pleased to transmit the report of the Industry Sector Advisory Committee on Energy
for Trade Policy Matters (ISAC 6) on the U.S. B Dominican Republic Free Trade Agreement,
reflecting consensus advisory opinion(s) on the proposed Agreement.

Sincerely,
(Original Signed)

Raymond Bragg, Jr.

Chairman

Industry Sector Advisory
Committee on Energy for Trade
Policy Matters (ISAC 6)



The U.S. B Dominican Republic Free Trade Agreement (FTA)

Report of the
Industry Sector Advisory Committee on Energy for Trade Policy Matters (ISAC 6)

April 2004

Industry Sector Advisory Committee on Energy for Trade Policy Matters (I SAC 6)

Advisory Committee Report to the President, the Congress, and the United States Trade
Representative (USTR) on the U.S. B Dominican Republic Free Trade Agreement

l. Purpose of the I ndustry Sector Advisory Committee on Energy for Trade Policy
M atters Report

Section 2104 (€) of the Trade Act of 2002 requiresthat advisory committees providethe
President, the USTR, and Congresswith reportsrequired under Section 135 (e)(1) of the
Trade Act of 1974, asamended, not later than 30 days after the President notifies Congress of
hisintent to enter into an agreement.

Under Section 135 (e) of the Trade Act of 1974, as amended, thereport of the Advisory
Committee for Trade Policy and Negotiations and each appropriate policy advisory
committee must include an advisory opinion asto whether and to what extent the agr eement
promotes the economic interests of the United States and achievesthe applicable overall and
principle negotiating objectives set forth in the Trade Act of 2002.

Thereport of the appropriate sectoral or functional committee must also include an advisory
opinion asto whether the agreement provides for equity and reciprocity within the sectoral
or functional area.

Pursuant to these requirements, | SAC 6 hereby submitsthe following report.



Executive Summary of the Industry Sector Advisory Committee on Enerqgy for Trade Policy
M atters Report

ISAC 6 hasreviewed the U.S. - Dominican Republic Free Trade agreement and our members
agreethat it will lead to improvementsin thetraderelationship between Central America
and the United States.

| SAC 6 does note, however, several provisionsin the various Annexesthat either require
concessions, reserve to the nations or otherwise impede and restrict United Statesinvestors
and participation in various ener gy sectorsand activities. Theseincluderestrictionson the
transmission, distribution, marketing, and generation of electricity and in mining.
Furthermore, the reservation of theright to impose future limitations on the number of
service suppliersor requiringjoint venturesin the construction or management of
hydroelectric power plants, electric transmission projects and distribution or marketing of
electricity isnot consistent with our mutual trading objectives.

Thesereservations should be the subject of future discussion for the purpose of further
liberalizing national treatment and market access and should not be consider ed appropriate
as precedent for any futuretrade agreements.

I SAC 6 expresses significant disappointment and serious concer n with respect to the
agreement:s continuation of the movement toward reduced protections for investorswho
may have disputes with host governments. Specifically, although the agreement includes
provisionsthat provide for international arbitration of investor-state disputes, those
provisions do not apply to existing investment agreements.

1. Brief Description of the Mandate of the Industry Sector Advisory Committee on
Energy for Trade Policy Matters

I SAC 6 provides detailed policy and technical advice, information, and recommendationsto
the Secretary of Commerce and the USTR regarding trade barriersand the implementation
of trade agreements negotiated under Sections 101 and 102 of the Trade Act of 1974, as
amended, and Sections 1102 and 1103 of the 1988 Trade Act. ISAC 6 also performs such
other advisory functionsrelevant to U.S. trade policy as may berequested by the Secretary
and the USTR or their designees.

V. Negotiating Objectives and Priorities of the Industry Sector Advisory Committee on
Energy for Trade Policy M atters

Key areas of the negotiated agreement of interest to | SAC 6 membersinclude:
- Market Access,
- National Treatment for Investment;
- Investor -State Dispute Resolution Provisions;
- Various Reservationsin the Annexes.



V. Industry Sector Advisory Committee on Energy for Trade Policy M atters Opinion
on Agreement

I SAC 6 expresses significant disappointment and serious concer n with respect to the
agreement:s continuation of an apparent drift toward reduced protectionsfor investors
which may have disputes with host gover nments. Specifically, although the agreement
includes necessary investor -state dispute resolution provisions, including inter national
arbitration of investor-state disputes, those provisions do not apply to existing investment
agreements.

ISAC 6 has commented to the Secretary of Commer ce and the United States Trade
Representative on multiple occasions previously to the effect that we must ensurethat all
trade agreements and bilateral investment treaties have the strongest possible protections for
investor swho ar e encouraged by our own government to invest in countries that may have
evolving, politicized or corrupt legal systems. A key feature of the protectionsthat have
been in placein previous agreements B and that other countriesincludein their treaties and
agreementsfor the benefit of companiesthat compete with oursB arethose that provide for
arbitration of investor-state disputes for all investment agreements, not just those that may
be negotiated or put into effect after agreement or treaty ratification.

Thisnot only disadvantages U. S. energy and investment interests, but also holdsthe
potential for compromising future bilateral, regional, and multilateral agreementsto the
detriment of U.S. energy businessinterests. These reservations should be the subject of
future discussions and in any event should not be viewed as a precedent for any futuretrade
agreements.

VI. M ember ship of Committee

1) Mr. Raymond Bragg, Jr., Chair
Consultant

RFB, Inc.

3315 Cummings Lane

Chevy Chase, MD 20815

(301) 913-9012

(301) 913-9041 fax

raybr agg@wor ldnet.att.net

2) Dr. William Whitsitt, Vice Chair
President

Domestic Petroleum Council

101 Constitution Ave., NW
Washington, DC 20002-5703

(202) 742-4300

(202) 742-4505 (fax)
wfwhitsitt@aol.com

3) Mr. David Burnett
President

Piceance Natural Gas, Inc.
1580 Lincoln Street

Suite 970



Denver, CO 80203
(303) 832-6465
(303) 832-6356 fax

png@or ci.com

4) Ms. Leslie Coleman

Assistant Vice President, Statistical Services
National Mining Association

101 Constitution Ave., NW

Suite 500 East

Washington, DC 20001

(202) 463-9780

(202) 463-2614 (fax)

lcoleman@nma.org

5) Mr. John Easton

Vice President, International Programs
Edison Electric I nstitute

701 Pennsylvania Ave.

Suite 701

Washington, DC 20004-2696

(202) 508-5633

(202) 508-5080 (fax)
[easton@eei.org

6) Mr. Gene Godley

Partner

Bracewell & Patterson, L.L.P. (Representing Gas Processor s Association)
2000 K Street, NW

Suite 500

Washington, DC 20006-1872

(202) 828-5870

(202) 857-2109 (fax)

ggodley@Dbr acepatt.com

7) Mr. W. Russell King

Senior Vice President

McM oRan Exploration Company
449 South Capitol Street, SW
Suite 600

Washington, DC 20003

(202) 203-1024

(202) 203-1025 (fax)
rking@joneswalker.com

8) Mr. Maurice McBride

Attorney

National Petrochemical & Refiners Association
1899 L Street, NW

Suite 1000

Washington, DC 20036

(202) 457-0480

(202) 457-0486 (fax)



mcbride@npra.orqg

9) Ms. Sherry Stephens

President

Petroleum Equipment Suppliers Association (PESA)
9225 K aty Freeway

Suite 310

Houston, TX 77024

(713) 932-0168

(713) 932-0497 (fax)

sstephens@pesa.or g

10) Dr. Paula Gant

Director, Energy Policy and Strategy
Duke Energy International, LLC
5400 Westheimer Court

P.O. Box 1642

Houston, TX 77251

(713) 627-4786

(713) 386-4069 (fax)

pagant @duke-ener gy.com

11) Mr. Bruce Hatton

Consultant

TheLivingston Group (Representing McDermott I nternational, Inc.)
499 South Capitol Street

Suite 600

Washington, DC 20003

(202) 289-9881

(202) 289-9877 (fax)

bnhatton@mcder mott.com




