America’s Oil and Natural Gas Industry

Energizing America:
Facts for Addressing Energy Policy




Table E-1. Total Contribution of the Qil and Natural Gas Industry to
the U.S. Economy, 2007

Percent of U.S.

ltem Amount Total
Operational Impact
Employment® 7,818 437 4. 4%
Labor Income ($ millions)** 477,249 5.4%
Value Added ($ millions) 915,370 6.6%
Capital Investment Impact
Employment® 1,418,944 0.6%
Labor Income ($ millions)** 81,012 0.9%
Value Added ($ millions) 121,690 0.9%
Total Impacts
Employment* 9 237,381 5.2%
Labor Income ($ millions)*™* 258,260 6.3%
Value Added ($ millions) 1,037,060 7.5%

Source: PricewaterhouseCoopers calculations using IMPLAN modeling system (2007 database).

Mumbers may not add to total due to rounding.

* Employment is defined as the number of payroll and self-employed jobs, including part-time jobs.

™ Labor income 15 detined as wages and salanes and benefits as well as propnetors’ income.




Who Owns “Big 0il?” (Holdings of Oil Stocks, 2007)

29.5%
Mutual Funds
and Other Firms

27.0%
Pension
Funds 23.0%
Individual
Investors

Source: The Distribution of Ownership of U.S. Oif and Natural Gas Companies,

5.0% Other Institutional Investors
1.5% Corporate Management of Oil Companies

SONECON, September 2007




Diesel, Gasoline and Crude Prices
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Oil prices relate to many uncertain factors

Non-OPEC supply
growth

OPEC production
decisions

Oll Prices

Spare production
capacity

Geo-political risks

Weather

Inventories

Global economic

\ Speculation, hedging,

investment

Exchange rates and
Inflation

U.S. Energy
Information
Administration

Gia
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World Liquid Fuels Consumption

Total consumption
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OPEC Surplus Crude Oil Production Capacity
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What Consumers are Paying for at the Gasoline Pump

S A FEDEIRAL IR SERVE N VIR [/

’N | THE UNITED STATES OF: IERICA

Nl NOTE 13 LLGAL TENBCR
FOR ALL BABEE PPt AND PRRRATE

Crude 0il Refining and
Retailing*

*This percant combines the Distribution and Marketing and Refinining data reportad by EIA
Sources Aversge of gasoline componants from January through November 2010 s reportad by EIA.




Earnings (cents per dollar of sales)

"~ All Manufacturing
I Oiland Natural Gas 8.6

73 72

2005 - 2009 2009 3Q 2009 3Q 2010

Source: U.S. Census Bureau for U.S. manufacturing and Oif Daily for the oil and natural gas industry.
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2 West Texas Intermediate. Average regular pump price.
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Source: EIA, Short-Term Energy Outlook, March 2011
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Energy Issues

*Taxes

* SPR

* Price gouging

« Speculators

« Use it or lose it
* Exports

» Electric vehicles
* Middle East

« Japan

* Oil sands



Oil and Gas Tax Increases in 2012 Budget
Billion $

coeairo | - 5

.20

Repeal of Sec. 199 for Oil and Natural Gas Companies

Repeal Expensing of Intangible Drilling Costs _ 12.40

Repeal of Percentage Depletion _ 11.20
Modifications of Dual Capacity Rule _ 10.70
Reinstate Superfund Taxes _ 10.50

Increase G&G Amortization Period . 1.40

0.00 5.00 10.00 15.00 20.00 25.00



Percent Quadrillion BTUs
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Figure 7. Energy consumption by fuel, 1980-2035
Primary energy consumption (quadrillion Btu per year)
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The Role of Renewable Energy Consumption in the Nation’s Energy Supply, 2008
Total = 100.09 Quadrillion Btu Total = 7.69 Quadrillion Btu*

 a .01%

Solar Energy

L 0.3%
Geothermal

Energy

8%

Renewable Energy
4.4%

Biomass

- 0.5%
Wind Energy

Note: Sum of components may not add exactly to 100 percent due to rounding,
*Excludes nonmarketed renewable energy from residential and commercial sectors.

Source: EIA, AEO 2010 Tables A1 and A17.




Capital Spending

WHERE FUNDS WILL GO FOR US PROJECTS Table 1
Chan Change
2011, 2011-2010, 2010, 2010-2 , 20089,
million % %Y million $ %Y million $
Exploration-production
Drilling-exploration .. .......... 217,532 6.2 204,806 17.0 175,070
Production .................. 41,331 6.2 38913 17.0 33,263
OCSlease bonus. ............. 0 -100.0 1,300 62.3 B01
Subtotal. . .................. 258,863 5.7 245,019 17.2 209,134
Other
Refining .................... 9,200 36 5,300 =47.7 10,140
Petrochemicals .. ... .......... 300 0.0 300 -14.3 350
Marketing . . ................. 2,900 6.2 2,730 40.0 1,950
Crude and products pipelines . . .. 1,408 -83.6 8,563 -59 9,104
Matural gas pipelines. . ......... 5,348 747 3,062 -74.3 11,907
Other transportation .. ......... 1,100 158 950 13.1 &40
Mining, otherenergy . . ......... 1,000 0.0 1,000 11.1 900
Miscellaneous. .. ............. 4,000 0.0 4,000 6.7 3,750
Subtotal. . ...........c.cun.n 25,256 -2.5 25,905 -33.5 38,941
Total ........covviiennnns 284,119 4.9 270,924 9.2 248,075

Source: Oil and Gas Journal, March 7, 2011



U.S. Crude Oil (Bbl) and Natural Gas (Tcf) Resources

(Undiscovered Technically Recoverable Federal Resources)*

Pacific Offshore
10.5 Bbl

Lower 48, Onshore
18.3 Tef

11.7 Bbl
145.9 Tcf

Alaska Onshore
18.8 Bb
85.1 Tef

Alaska Offshore
26.6 Bbl
132.1 Tef

*Figures may not add exactly to total due to rounding.
Source: MMS, BLM, and API calculations

Atlantic Offshore
3.8 Bbl
37.0 Tef

Gulf Offshore/Deepwater

44.9 Bbl

232.5 Tef

116.4 billion barrels is enough oil to power
over 65 million cars for 60 years.

650.9 trillion cubic feet is enough natural gas
to heat 60 million homes for 160 years.




Offshore Undiscovered Technically Recoverable Federal Oil (Bbl) and Natural Gas (Tcf) Resources

Washington/ (g 4 gp

Oregon

Northern

2.28 Tcf

e 2,08 Bbl
California 3,58 Tef

Central

< 2.31Bhbl
California 2,41 ToF

Southern 558 Bbl
California ' 9.75 Tof

Chukehi Sea

15.38 Bb \
Norton  76.77 Tcf
Basin

Hope
St. Matthew-Hall ysin\ A gez’a;fgglt Sea
Navarin Basin ;
Aleutian Basin ‘i\ 27.64Tef
Bowers Basin X Cool Inlet
< 1,01 Bbl
1.20 Tef

Gulf of

. Alaska
Aleutian Arc Kodiak

St. George Basin ggréhBAblleutlan Basin

Shumagh  g'an 1ot

Source: Minerals Management Service and Department of the Interior.

Western Gulf
of Mexico

10.7 Bbl
66.25 Tef

Central Gulf \

1.91 Bbl
17.99Tef ~ North
Atlantic

1.5 Bbl Mid-Atlantic
15.13 Tef

0.41 Bbl
3867Tcf  south Atlantic

/Stra'rts of Florida

Eastern Guif %22%“
of Mexico* ’
2.48 Bbl
13.77 Tef
Off Limits
Open
* Shading estimated.




Carbon Mitigation Investment by Investor Group (2000-2008)

$133 Billion
$58.4 Billion
(44%) $55.3 Billion
(42%)

$19.2 Billion
(14%)

Oil and Natural Gas Other Private ' Federal
Industry Industries Government

Source: T2 & Associates and CEE, June 2009




Carbon Mitigation Investments by Technology and Investor Group (2000-2008)

$72.8 Billion

$8.1 (11%)

$34.1 (47%)

End-Use

Source: T2 & Associates and CEE, June 2009

I Federal Government
I Other Private Industries
B il and Natural Gas Industry

$30.0 Billion $28.9 Billion

$6.1 (20%)

$4.1 (14%)

$17.1 (58%)

$21.1 (73%)

$6.7 (22%)

Non-Hydrocarbon Fuel Substitution

$1.1 Billion

Basic and
Applied Research




Highway and Nonroad Diesel Fuel
Standards

Who Covered Fuel | 2006 | 2007 T 2008 | 2009 | 2010 | 2011 | 2012 | 2013 | 2014

Highway

Diesel Fuel 100% 15 ppm
Large
Refiners/ NR SO 15 | 15 | 15 | 15 | 15
Importers
Large
Refiners/ LM 500 | 500 | 500 | 500 | 500 | 15 15 15
Importers L

NRLM w/ credits (not in

NE or AK) 500 500 500 | 5000 15

NRLM (not in NE, w/ 50@ ’ 5@0 15

Small Refiners approval in AK)

Transmix | :
Processor NR (not in NE or AK) ' 5 15
& In-use ‘.

- - -
Transmix < 1
Processor LM (not in NE or AK) 500 500

& In-use Y 1 | e ieny) (o ANSY

Dates for NR diesel fuel are: June 1 for refiners, August 1 for terminals, October 1 for z'cluilJ ors, and December 1 for in-use

** Anti-downgrading provisions begin October 15, 2006 **




Policy Choices Needed to Ensure Future Energy Security

%* Increase, not decrease energy production by promoting all sources.
%* Encourage energy efficiency as a core American principle.

%* Encourage investment in advanced technologies and long-term
energy initiatives.

%* Allow market forces to allocate products and adjust to changing
conditions.

** Refrain from new taxes that make it more expensive to develop our
domestic supplies.

% Support the need to participate actively in global energy markets
rather than isolate the U.S.




