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ENERGY POLICY WISH LIST

« Recognize and promote the
development of America’s abundant
fossil and renewable energy resources
In an environmentally and
economically responsible manner.

* Reduce American dependence on
iImported oil, thereby reducing the
hundreds of billions of dollars that are

ﬁresentli flowini overseas.



ENERGY POLICY WISH LIST

o Stimulate the transition from fossil to
renewable energy resources; but do so,
on atimeline that recognizes the
Importance of fossil fuels, the immense
capital investment in existing fossil fuel
Infrastructure and employment; and the
sheer physical and economic
challenges of making the transition.
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ENERGY POLICY WISH LIST

 Reduce the nation’s greenhouse gas
emissions in a manner that does not
adversely impact the nation’s vital
Industries;

e create new domestic jobs;
e strengthen our economy;
« Enhance national security.
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ENERGY POLICY: THE CHALLENGES

Educating the public and policy makers
Balancing interests of all stakeholders
Fossil vs “green” energy resources

Access to mineral lands vs. conservation
Economic growth & jobs vs. climate impact
Resources vs. environmental concern
Actual vs. perceived environmental impacts
Economic impact of regulation




Reality #1

We live in a Global Economy
....and must plan our energy
policies accordingly!
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GLOBAL ENERGY GROWTH

Figure 1. World Marketed Energy Consumption,
2006-2030
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Sources: 2006: Energy Information Administration (EIA),
Intemational Energy Annual 2006 (June-December 2008),
web site www.eia.doegov/iea. Projections: EIA, World
Energy Projections Plus (2009).
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Energy Consumption as an
Indicator of the Wealth of Nations

$30,000

_.‘ #+ United
States

$25,000 :
PO " & Canada
¢ ot

France Japan

United Kingdom ., *# Germany

$20,000

$15,000

Saudi Arabia

Per capita income

$10,000

Indonesia ‘-.
|, ;
" %— Mexico
- -
+ _—Brazil
# The world’s
15 largest
economies




REALITY #2
The USA does not control
global petroleum reserves

!
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USA CRUDE PRODUCTION 1954-2006
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DECLINE RATES ARE A
MAJOR CHALLENGE FOR USA GAS SUPPLY!

2008 decline
zero gas drilling
=16.2 Bcfd

2 rans
Source: HIS CERA 9-09



LEADING POLITICAL ENERGY
MYTH IN USA........

“End Our Dependence on
Foreign Oil!”

(2008 Imports = 57% of Demand)

T,



Another Political Myth

We can run the USA on
green energy!
End the use of
polluting fossil fuels!



USA ENERGY CONSUMPTION

2009 PROJECTIONS BY FUEL TYPE
(Politicians Ignore the Projections for Fossil Fuels)

Figure 37. Primary energy use by fuel, 1980-2030
(quadrillion Btu)
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What about renewables?

Renewable Energy as Share of Total Energy, 2008 Renewable Energy Total Consumption and Major Sources, 1949-2006
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USA ENERGY CONSUMPTION
2010 PROJECTIONS BY FUEL TYPE

Figure 4. Energy consumption by fuel, 19580-2035
(quadrillion Biu)
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2010 EIA Projections to 2035

e Now Include CAFE standards, Ethanol
mandates, and conservation incentives.

« Assume significant liquids production from
development of oil shales.

« Assume significant shale gas production.

(GWH is Skeptical! Are these achievable?)

Gaaaa . o)



So, How do we implement these
admirable energy policy
objectives?

Not with conflicting public policy!



CURRENT POLICY
DISINCENTIVES TO
REDUCING FOREIGN OIL:

 Vilify the oil (and coal) industry

e Deny Exploration Access

 End Tax Preferences

e Raise the regulatory hurdles

 Endless environmental
litigation

e



CAN'T EXPLORE HERE!

Lower 48 - Natural Gas Resources Subject to Access Restrictions

* Approximately 29 TCF of the Rockies gas
resources are closed to development and
108 TCF are available with restrictions

Significant amount of resource is subject to access restrictions

National Petroleum Council, December 1999




Where Else Can We Explore for Conventional Resources?

Jurassic Abenaki Reef Trend




SHALE GAS RESOURCES

ExsinmT ES-1: UNITED STATES SHALE BASING
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NEW SHALE RESOURCES

Potential Gas Committee (June 09)
estimates 1/3 of total USA Potential Gas
Resource base is shale gas @ 616 TCF

> 550 Tcf recoverable shale gas per DOE

Note: USA Proved Gas Reserves




SHALE GAS RESOURCES

A significant reduction in imported oil by
switching to a natural gas economy.

Federal Legislation proposed to restrict

hydro-fracking (regulate under the Clean
Water Act).

New York moratorium.
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ENERGY INDEPENDENCE?

Obama 2011 Budget Proposal for
Oil Industry Tax Preferences

Repeal enhanced oil recovery credit

Repeal credit for oil produced from marginal wells
Repeal expensing of intangible drilling costs
Repeal deduction for tertiary injectants

Repeal exception to passive loss limitations for WI
owners

Repeal percentage depletion
Repeal domestic manufacturing tax deduction



ANOTHER ENERGY MY TH

End the Addiction to
Cheap Energy

This Is a huge challenge!

(Americans scream at gasoline prices

P



FAST TRACKING OIL CONSERVATION

« Mandate increased mpg for all private and
commercial automobiles and trucks. CAFE

WOorks!

« Promote a natural gas economy with tax
Incentives for CNG infrastructure and
vehicles.

 Impose the “Hobbs Gas Tax” as a significant
new Federal excise tax on all transportation

fuels starting @%$0.25/gal and rising to
$1.00/gal in three years. (I'm not running for

Sonan



Gasoline + Diesel
= 63.5% of Refined Barrel Crude Oll

New CAFE Standards Improve
Light-Duty Vehicle Fuel Efficiency

Figure 51. Average fuel economy of new light-duty
vehicles in five cases, 1980-2030 (miles per gallon)
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BIOFUELS - A SOLUTION?

Is ethanol really good for the nation?
( lowa and Nebraska for sure!)

Ref. laws mandating ethanol use.
EPACTO5: 7.5 B gal biofuels by 2012
EISAQ7: 36 B gal biofuels by 2022 ( of which 21 B = non-corn starch)

$0.45/gal tax credit

Ethanol...at what cost to:
land use ?

food costs?

water resources?
fertilizer run-off?

Net energy gain?
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THE CHALLENGE OF ACCESS

Government and Environmental activists
Making access for all natural resources very difficult...
Even for wind (i.e. Nantucket Sound)

How Resolved?

Competing interests vs. “Greater Public Good”
( does best financed and loudest voice win?)




SOLUTION ?

Educate the public and our legislators
(Can this be done? Good luck!)

What’s news? (A big oil spill?)
(Who commands the airwaves?)

But....Popular media and politicians
love to vilify the energy companies




POLICY RECONCILIATION ?
UNLIKELY..........

 Public does not feel energy “pain”

e Polarization on Issues.

« Environmental lobbies

e Litigation

e Paralysis in Washington

e Historic failure to pass a comprehensive




WITHOUT RECONCILIATION........

The USA will muddle along,
Subject to:

o future supply imbalances/disruptions
resulting from global geopolitical issues.

o steadily rising energy costs due to
global competition.

e cyclical price spikes.
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