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Who makes energy policy?

1.White House
2.Congress
3.Judicial System
4.Media




Congressional Energy Policy

Congressional Policy is Always Based
on Two Overarching Principles:

1)Do Nothing for a Long Time
2) Then Overreact As Quickly As
Possible




Record Energy Prices - Driving Both
Policy And Politics

A Energy prices are now top concern replacing
other issues such as health care, Irag, housin
and others

A Members are seeing price impacts resonating
throughout their districts

A Oil and gas industry is now at a tremendous
risk of Congressional ov&eaction to energy
prices
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Congressional Energy Bills

A This year there were 244 separate energy
related bills introduced in this Congress

A Virtually none will have a chance of passage
this Congress

A Major initiatives have been laid aside for time
being

A Some minor legislative initiatives may make
their way Iinto an Omnibus appropriations bill
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An example:

A ConsumeiFirst Energy Act
A S 3044 (Boxer)

A Eliminates oil company tax deductions including Sec
199 Manufacturing tax credit

A Creates windfall profits tax

A Provisions on price gouging, market speculation
A Stops shipments to SPR

A Outlaws OPEC

A Failed on to get cloture 543 (Senator Reid voting
no)
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Outlook for Climate Change Next
Congress

A Under current trendssubstantial Democratic gains
In House and Senate

A Presidential race trending Democratic with both
candidates signaling support for climate change
legislation

A New Congress will be more likely to embrace an
aggressive capndtrade Dbill

A 75% chance of passage of climate change legislatior
next year

A Estimated cost? $36 trillion
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World Primary Energy Demand
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Fossil fuels account for almost 90% of the growth in energy
demand between now and 2030
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|l n r eal estat e, |l t 0s | oc a

| f you want to understand

OIL, OIL and OIL

Arhe world production for oil is approximately 85 million BOPD.

AConsumption is 84 million BOPD

Af a South Korean growth model is applied to future demand in
China and India, the world could be short 9 to 12 million BOPD
within 12 years.
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Growing Oil Demand

Depletion Adds to Needed Capacity Growth
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2006 Largest 0il and Gas Companies (percent of worldwide reserves)

. NOC Saudi Arabian Co.
National Iranian Qil Co.

. o Iraq National Oil Co.
Kuwait Petroleum Corp.

Abu Dhabi National Qil Co.

Petroleos de Venezuela SA

National Qil Corp. (Libya)

Nigerian National Petroleum Corp.

OAO Rosneft

0AD Lukoll
Qatar Petraleum Corp.

Petroleos Mexicanos
Sonatrach
PetraChina Co. Ltd.
Petroleo Brasilairo SA
ExxonMobil Corp.
Sonangol

Chevron Corp.

Conoco Philips
Total SA

Source: World reserves of 1. 3 trillion barrels as of January 1, 2007 according to Oil and Gas Journal December 24, 2007
Leading companies: Oil and Gas Journal September 17, 2007



National Oil Companies Control Supply

Rising Resource Nationalism

« GOCs control an overwhelming majority of oil and gas resources.

95%

Govermnmmeni-owned Oil Companies (GOCs)

2%

Intermnational Oil Companies (10Cs)
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A Saud Aramco B: NIOC (iran) ©: Gatar Pefraleum D: ADNOC (UAE) E- agq NOC F: Gazprom (Russla) G: KPC (Kuwalt)
H: POVEA (Venezuela) |: NMPC (Migeria) J- MOC (Libya) K: Sonabrach {Algeria) L: Rosneft (Russia) M: Petronas [Malaysia)
O: Lukall {Russia) P- Pemex (Mexico) G: Pefroching (Ching) T: Pefrobras (Brazil) ¥: ONGC (India) Z- Sinapec (China)

M- Exxonidabll R- BF 8- Chewwon LE Royal Dutch Shell V- Total ‘W ConacoPhillps X: ENI
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Federal Moratorium

U.S. Crude Oil Resources (Undiscovered Technically Recoverable Federal Resources)

Gulf Offshore/Deepwater
44.9 Bbl

112 billion barrels is enough oil to power
Source: MMS. USGS, and APf cakeulations over 60 million cars for 60 years.
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Coal On Trnial

A 31 proposed coal-fired electric generation
plants were cancelled in 2007

AThat 6s $45. 3 Bifired i on
plants

A How will we replace that supply?
A Renewables/wind/solar?
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Coal 1 Current Status

The breakdown of new coal-fired plants status
and capacity:

- Currently under construction: 24 (capacity
15,506 MW)

- Near construction: 8 (capacity 4,565 MW)
- Permitted: 13 (capacity 23,240 MW)
- Announced: 76 (capacity 48,440 MW)

18




Coal Conclusion

A 5 major banks (including CitiGroup, J.P. Morgan
Chase and Morgan Stanley) have developed
Aprincipal so f-redplantsv e st |

A They are concerned about the risk of future
emission limits

A Uncertainty will stall new coal plant construction
A Are we facing a natural gas price explosion?
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Coal Conclusion

A Uncertainty related to coal-fired emissions
A Supreme Court decision on CO2 emissions

A What was once considered a fringe opinion, is
now a central cultural document.

A Next administration may impose a carbon tax

ASuch a ficarbon taxo woul
explosiono according to
Gregory Boyce
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Global Natural Gas Consumption

Giobal Matural Gas Consumption 1280 - 2030

15480 19095 2000 2003 210 2015 2020 2023 2030

+«lobal conzumption forecast estimates ars varied. El& reporis that growth will escalate at approx. 2.4% [ year with consumpiion
targeis to exceed 130tcfiyvear by 2030,

*The growing variance between regional sugply and demand will require an increaze in the flow of energy from major supgly
bazin such as Fussia, Norway, Australia, Middle Eazt and Azia to the major marksts such as the U5, China, India and a variety
of Eurapean countriss. LNG iz the most efficient solution az pipeling infrastructurs can address some of the regicnal imbalances
but LMNG is fruly able to fill the holes.

sLiguefaction, re-gas and shipping infrastruciure changes ars required and have besn made. The markets have reaponded by
increasing reserve capacity in all three areas.
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Natural Gas Volumes:
A Perspective
A1l MCF is the volume of gas requ

1 MCF = 1 Dekatherm, 1 Dekatherm = 10 Therms

84 MCF is the volume of gas the avg. US home uses per year

o To I

1 BCF is the avg. volume of gas a Piceance Basin well will
produce over its lifetime (In heat content, 1 BCF is equal to the
amount of wood found in a swath of natural forest 800 feet wide
by 120 miles long.)

1.8 BCF/Day is the peak-day demand behind XCEL Energy

3 BCF is the volume of gas contained in 1 LNG Tanker, which is
enough to heat approximately 35,000 homes for one year.

o I»
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Natural Gas Volumes:
A Perspective (

A 7 BCF is the avg. daily amt. of natural gas
consumed In California

A 11 TCF is the amount of Reserves found in the
Jonah Field, located in southwest Wyoming

A 500 TCF is the total reserve estimate for the
worl dos | argest gas fi el

A 656 TCF of technically recoverable reserves
under federal lands are covered by drilling bans

¥
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U.S. Natural Gas Resources (Undiscovered Technically Recoverable Federal Resources)

Gulf Offshore
232.5 Tef

656 trillion cubic feet is enough natural gas
Source: MMS. USGS, and APf caleulations to heat 60 million homes for 160 years.
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What 656 TCF Means

ARoughly equal to 218,040 LNG
Tankers (at 3Bcf per tanker)

ALost federal and state royalty revenue
equals $1.1 trillion

(Assuming a $10/Mcf price and 1/6th royalty
paid to the federal and state governments.)

26

A
Vg

A:
v
-
AN
pr
—




A Penny Difference

At current North American productionlevels, an
increaseof $0.01 per MMBtu in natural gas
pricesnationwideis worth $657 million a year?

—_ ([
|
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1Daily, Matt. Power Marketing Association Online A Phony U. S. gas trades fan fears of hug:
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A ast year i 50% of the natural gas
consumed in the US came from wells
drilled in the prior 40 months

R years ago i 50% of the natural gas
consumed in the US came from wells
drilled in the prior 48 months
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United States Natural Gas Supply/Demand

History and Forecast

000 201 202 2003 2004
US demand-normalized 61.6 638 649 6551 6401
US Sapply 52.55 533.7 5186 5417 53121

Kern River Expansion 0.5

Net Imports 9.69
Total Supply 62.24

Demand retardation by price,
recession, fuel switching, etc.

S/D Balance 0.64 4.74
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Proportion of US Natural Gas
Production from Federal Lands

Federal Lands Share

Onset of significant deepwater GOM production —>'

Onset of deepwater GOM oil & gas production —>
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Gas Resources on Federal Lands

nNOf the remaining 975
of natural gas likely to be found in the U.S.,
an estimated 59 percent is expected to be
found on feder al | an

Access to Natural Gas Supplies Key to Meet DemandAmerican Petroleum Institute,
Factsheet, July 2003.
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Supply Growth Tilts West and South

Mackenzie Canada Bcf/d

Eastern
Canada

Gulf of
Mexico

7.4

Mexico

Onshore Gulf

7.6
vl Xe)
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US Population Distribution 2000
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