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Petroleum’s economic contribution to
US & California economy is significant

Jobs (direct and indirect)

= US-9.1 million
CA - 332,968

Labor income

= US - $533 hillion
CA - $17 billion

Taxes

= US - $35.7 billion in income
taxes in 2009

=  CA-9%$9.2 hillion in taxes and fees to federal, state and local
governments*

* Excludes property tax revenues

Source: Purvin & Gertz, Assessment of Petroleum Industry Economic Impact to the State of
California, June 2011, based on 2009 data; API by PricewaterhouseCoopers LLP. @owDE \ PERFORM oomuce
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Petroleum is a fuel of the future

Quadrillion BTU

Future U.S. Energy Demand
The U.S. will require 21 percent more energy in 2035 than in 2009.

*
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*Excludes non-biogenic municipal waste and net electricity imports. Source: EIA, AEO 2011, Table 1.

Source: U.S. Energy Information Administration
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The US has abundant oil reserves that are off limits

U.S. Crude Qil (Bbl) and Natural Gas (Tcf) Resources
(Undiscovered Technically Recoverable Federal Resources)*

Pacific Offshore
10.5 Bbl
18.3 Tcf

Alaska Onshore, 18.8 Bbl
85.1 Tcf

Alaska Offshore, 26.6 Bbl
132.1 Tcf

Source: MMS, BLM, and API calculations

*Figures may not add exactly to total due to rounding.

Lower 48, Onshore

11.7 Bbl
145.9 Tcf

Atlantic Offshore

3.8 Bhl
37.0 Tcf
Gulf Offshore/Deepwater
44.9 Bbl
232.5 Tcf

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.

@OVIDE PERFORM e\ODUCE
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Canada has the world’s second largest oil reserves

Comparative Oil Reserves (billions of barrels)

Source: Oil & Gas Journal, 2007
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Hydraulic fracturing is key to
unlocking U.S. shale resources

U.S. Natural Gas Supply, 1990-2035

U.5. dry gas
trillion cubic
f&gh per year History 2009 Projections
|
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et imports
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20 Shale gas ;
15
Non-associated onshore 8%
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Source: EIA, Annual Energy Outlook 2011 @w eM o
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California shale could be a game changer

= New EIA estimate — California’s
Monterey Shale formation
contains 15.4 billion barrels of

J
/.
b

technically recoverable oill .
. . ~Sacramen

= Total California proved reserves 31;,\?:’ e T TV

are 2.8 billion barrels F"’"’x;° & WU SV

- i -Pr:d'::::i:m | _ -

= 15 billion barrels could replace all T,

of California’s foreign imports for el T

43 years at current consumption ' 1

rates

Source: U.S. Energy Information Administration | Review of Emerging Resources: U.S. Shale Gas and
Shale Oil Plays, July 2011
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OIl industry supports voluntary disclosure

distes

Frac FOCUS HYDRAULIC FRACTURING  GROUNDWATER CHEMICAL REGULATIONS ~ FINDAWELL  FREQUENT
HOW WORKS ROTECTION USE BY STATE BY STATE QUESTIONS
Chemical Disclosure Registry
. T —_—

Hydraulic Fracturing: How it Works
History of Hydraulic Fracturing
i . draulic Fracturing: The Process
Hydraulic Fracturing T

Site Setup

Fracturing Fluid Management

This technique uses a specially blended liquid which & pumped

into 2 well under axireme prassurs causing cracks in rock

formations underground, These cracksin the rock then slow Looking for information about a
il and natursl qas to Bow, incressing ressires produckon. well site near you?

LEARN MORE ABOUT CASING >

FIND A WELL

Search for nearby well sites that have been hydraulically
fractured to see what chemicals were used in the process.

8 Source: Frac Focus, Ground Water Protection Council, Interstate Oil & Gas Compact Commission

ODUCE
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CA transportation fuel challenges

Low Carbon Fuel Standard
Cap and Trade

Fuels Under Cap and Trade
Clean Fuels Outlet
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Regulations have cumulative impacts on fuel costs

Bringing Fuels under Cap
and Trade
$30 hillion

(2015 - 2020)

Clean Fuels Outlet
$1.25 billion
(Capital costs only)

Low Carbon Fuel

AB 32 Cap and
Trade auction Stgndard
costs $22 billion - $42
$1.2 billion - $5.9 billion
billion (2011 — 2020)

(2013 — 2020)

Source: California Air Resources Board, Clean Fuels Outlet regulation; Clean Fuels Outlet Workshop lll,
July 13, 2011; Review of CARB Staff Analysis of “lllustrative” Low Carbon Fuel Standard (LCFS)
Compliance Scenarios, Sierra Research Inc., February 20, 2012; Evaluating the Policy Trade-Offs in

10 ARB's Cap-and-Trade Program, California Legislative Analysts Office, February 9, 2012 @OWDE K e eODUCE
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Performance based or picking winners and losers?

California Environmental Protection Agenc
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Source: California Air Resources Board, staff report on Low Carbon Fuel
11 Standard fuel pathways, September 2010 °OVIDE PERFORM @onucna




Carbon Intensity (gCO2e/MJ)
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Sources: CARB Tool for Calculation for Required Ethanol Cl to Comply with Gasoline Standard,

2011Clean Final Regulation Order Part 1 and 2 Combined; Detailed California-Modified GREET

May 2011; Method 2A/2B Applications and Internal Priority Pathways (as of June 24, 2011); May 25, @
OVIDE

Pathway for Cellulosic Ethanol from Farmed Trees by Fermentation, February 27, 2009
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Intensity of ethanol needed to meet LCFS*

Midwest Corn Ethanol
Cl Range 120.99 - 73.20

Sorghum/Wheat/Corn Ethanol
Cl Range 99.89 - 56.56

California Ethanol
Cl Range 88.90-71.40

Brazil Sugar Cane Ethanol
Cl Range 83.96 - 58.40

Cellulosic Ethanol from Trees
Cl Range 20.40 (Not
Commercially Available)

* Assumes no change
to current 10%
ethanol blend wall
and no wide scale
use of E85

PERFORM GODUCE
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Federal RFS overestimates biofuel supply

Renewable Fuel Volume Requirements (in billion gallons)
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CARB’s Advanced Clean Cars Program
IS extremely aggressive

Figure 1. On Road Light-Duty Vehicle Scenario to Reach 2050 Goal
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14 source: California Air Resources Board, Advanced Clean Cars Summary
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Cost (billion dollars)
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Source: Review of CARB Staff Analysis of “lllustrative” Low Carbon Fuel Standard (LCFS)
Compliance Scenarios, Sierra Research Inc., February 20, 2012

LCFS costs are significant

LCFS — Cumulative LCFS Compliance Costs
Based on ARB Staff Assumptions (G1 Plus D2) and CEC Costs

VV
E 7 i T T T T T T T

2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

eOVIDE

Years

PERFORM eODUCE




ERN STATES PETROLEUM ASSOCIATION

Constitutionality of LCFS Is in gquestion

= U.S. District Judge Lawrence J. O’Neulll
ruled in December 2011 the LCFS is
unconstitutional because it:

v' Discriminates against crude oil
produced outside the state

v' Discriminates against ethanol
produced outside the state

v Impermissibly attempts to regulate
commerce outside of the state’s
borders

» Judge O’Neill issued a temporary injunction again enforcement of
LCFS during appeals

= CARB is in the process of appealing; seven other states are
s opposing CARB’s appeal @ D conu @
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Fuels under CA cap and trade dramatically increase costs
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Clean Fuels Outlet is unfair, costly for CA refiners

= New regulations require oll
companies to build, maintain and
supply hydrogen fueling stations at
service stations they do not own or
operate

= |nitial cost for refiners:$1.25 billion
(does not include costs of
supplying, maintaining and
operationing facilities)

Source: California Air Resources Board, Clean Fuels Outlet regulation; Clean Fuels Outlet
18 Workshop 111, July 13, 2011 OVIDE PERFORM ODUCE
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Are there better, cheaper alternatives?

Carbon tax
Linked carbon fee
Technology fund

Clean Fuel Outlet regulation —
modifications or elimination

LCFS — elimination or adjusted
implementation

OVIDE |
\
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Conclusion

Consumers will be the ultimate
judges of the success of California’s
transportation fuels and climate
change strategies

They expect energy to be abundant,
reliable and affordable

They expect it 24-7, 365 on demand

Meeting consumer expectations is
essential to meeting CA's policy
objectives

Policies must be based on sound
science, be technically feasible and
be cost effective @
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