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Trump Pro Fossil Fuel Position Will Not Usher Major Redirection

- Reach of U.S. Federal Policy Over

— Global Price: Driving factor, largely
unaffected by federal policy

Oil and Gas Is Limited

Figure 1. U.S. Crude Oil Production:
Federal and Non-Federal Areas, FY2010-2014

Million barrels per day (Mb/d)

— Production: Citizens free to develop
oil and gas on private lands

— Federal Lands: Small fraction of total;
spurring more will take time and be
at margin

— Exports: U.S. laws already allow free
exports of all oil and gas
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— Environmental: Impact of leasing of
rules will be at the margin

Source: Federal data obtained from ONRR Statisties, hewp:/iwww.onrr.gov (using sales year data). Non-federal
from EIA. Figure created by CRS.
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Current Energy and Climate Rules Are Law and Can Be
Changed Only Through Legal Processes

— U.S. Government is institution e
that outlives elected officials A government of laws, and not

of men.

— Agency rules are law, and can L e
only be changed through -
rigorous rulemaking

« Example: Clean Air Act (CAA)
and SCOTUS ruling in Mass v.
EPA that the EPA is obligated
under CAA to regulate carbon
emissions

— But the President has
expansive power to impact
foreign policy and trade
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Do Not Expect Major Energy or Climate Legislation
or the Significant Unraveling of Major Federal Agency Rules

First 100 days: Energy not on the
agenda

Senate: Thin R majority (52-48) and
filibuster override (60-40) disfavor
any controversial legislation

Budget Reconciliation: Energy not
targeted for this legislative process
(only =50 required); process subject
to limitations

CRA: Congress can nullify by simple
majority any Obama rule finalized
within last 60 legislative days (limited
rules affected)

Final Rules: Rulemaking to repeal or
modify final agency difficult to deploy
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With the U.S. Government Taking a Back Seat, States Will
Become More Proactive Regulators and Climate Advocates

State Oil and Gas Regulations State Climate Change Programs

Most states have renewable
portfolio standards and goals

0il and Gas Regulation:
A Guide for Local Governments
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Impact on Climate Change: Trump Will Marginalize Clean
Power Plan (CPP), Slow Walk the COP21 “Paris” Agreement,
but Investments in Renewables Likely to Maintain Path

".. = Donald J. Trump &
=, realDonaldTrump

X 2 Follow

The concept of global warming was created by
and for the Chinese in order to make U.S.
manufacturing non-competitive.

FUEZCOM@wi

25848 15,402

11

15 AM - 6 Nov 2012

Donald J. Trump &
@realDonaldTrump

This very expensive GLOBAL WARMING
bullshit has got to stop. Our planet is
freezing, record low temps,and our GW
scientists are stuck in ice
QESENREEE
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FIGURE 1 RENEWABLE ENERGY EMPLOYMENT BY TECHNOLOGY
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A majority of Trump voters want to see more emphasis
on natural gas, wind, solar, and hydropower.
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Trump’s Greatest Impact on Oil and Gas:
Regulations Avoided if Hillary Clinton Were Elected President

CLINTON
ON THE ISSUES:

\

3
CLIMATE CHANGE
. AND THE

' ENVIRONMENT
CLINTON ON THE ISSUES:

ENERGY CLIMATE CHANGE AND THE ENVIRONMENT

* Has stated goal of generating half of US electricity from renewable resources by * Calls climate change an “urgent threat”
end of first term

CLINTON ON THE ISSUES:

* Wants to launch $60 billion Clean Energy Challenge to cut pollution and expand clear§  * Wants to uphold Paris Agreement to reverse the effects of global warming
energy technology

* Proposed cutting oil-and-gas subsidies » Wants to establish a Western Water Partnership to coordinate water us among agencies
and states

» Supports fracking, but wants to create standards and safeguards to make it safer

and less destructive » Clinton has called for efforts to reverse or slow the decline of at-risk wildlife species resources

* Opposes Keystone XL pipeline

BUSINESS INSIDER

* Proposed $30 billion initiative to invest in “economic diversification” of former coal-
towns

BUSINESS INSIDER
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Trump Views Trade as “War” and Has Broad but

Circumscribed Powers to Prosecute it

Some of Trump’s Powers

International Treaties and Agreements: Power to
scrap if unconfirmed — TPP — or to terminate or
renegotiate under their terms — NAFTA

Higher Import Duties on Country: Only through
Congress, unless law authorizes President for
specified reasons (Origination Clause in U.S.
Constitution)

WTO: Mandates Most Favored Nation (MFN)
treatment and Tariff Bindings require adherence to
agreed tariffs (GATT Art. I1); risk of retaliation

Unfair Trade Practices by Country: Law allows wide
range of remedies including higher duties (Tariff Act
of 1974, Sec. 301)

» Dispute resolution through WTO

Balance or Payments: Empowers President to large
and serious issue by imposing 15% tariff (or quotas)
for 150 days (Trade Act, Sec. 122)

National Security: President has power to impose
tariffs where there is a threat to industry critical for
defense: where viability of important industry is
endangered; or in the event of a national energency
(Trade Expansion Act, Sec. 232(b); IEEPA)

Eversheds Sutherland PRIVILEGED AND CONFIDENTIAL

“*

TRUMP KEEPS PROMISE TO EXIT THE TPP,
WILL ALSO.RENEGOTIATE NAFTA
i KO i \

"We can't continue to
allow China to rape our
. country. And that's what
» theyre doing. it's the
greatest theft in the
history of the world."

— Donald Trump

UNDER A TRUMP
PRESIDENCY

AMERICA

WILL MAKE NEW

BRILLIANT

TRADE DEALS

DONALD |J. TRUMP
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Corporate Tax Reform: Likely to Have Greatest Financial
Impact on Oil and Gas Industry

Some Key Elements of Republican Plan

Rates: Reduce marginal from 35% to 20%
[159%0]

Capital Investments: Expense on current basis

Interest Expense: Disallow deduction except
against interest income

Credits and Deductions: Disallow or reduce
AMT: Eliminate

Territorial System: Exempt from tax subsidiary
income abroad

Repatriation: Tax deferred income at 8.75% — A BETTER WAY
——

Border Adjustability: Discussed next
lo do

TAX REFORM =

= better.gop
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The Border Adjustability Tax (BAT) Is Part of House Plan and
If Adopted Would Have a Radical Impact on all Business

Imports taxed at the marginal
corporate rate

* e.g. 20%0 -- on a cash flow basis
Tax imposed by disallowing a
deduction for any of the costs of the
imported product

Point of taxation moved from
production to consumption

Theory: Equalize imports with domestic
products

Thousand Barrels

rce; U.5. Enengy Information Administration

Monthly U.S. Imports of Crude Qil and Petroleum Products
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Source:

Monthly U.S. Exports of Crude Oil and Petroleum Products
6,000+

4,000 P .,lﬁ

20004 '}lf
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U.5. Energy Information Administration

Exports are exempt from BAT or income
tax

Export revenues not includable as income

All wages can be deducted against
taxable revenues

Theory: Make U.S. exports competitive
with products from low tax jurisdictions

PRIVILEGED AND CONFIDENTIAL
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Prospects for the BAT Depend Largely on WH View;
Conflation Between Tax Objectives and Penalizing Imports

Eversheds Sutherland PRIVILEGED AND CONFIDENTIAL 12




Potential Effects of BAT on Oil and Gas on . . .

— U.S. and global oil prices and flow
— U.S. producers and supply
— U.S. consumers

— Upstream investment

West Texas Intermediate (WTl) crude oil price f’-‘j
dollars per barrel L . €la
140 — Historical spot price
———STEO price forecast
120 =—NYMEX futures price
=& =95% NYMEX futures upper confidence interval
100 =& =95% NYMEX futures lower confidence interval _*_..---.
ee==""
80 = e ad
60
40

20

0 + 1 1 I I I
Jan 2016 Jul 2016 Jan 2017 Jul 2017 Jan 2018 Jul 2018

Note: Cenfidence interval derived from options market information fer the 5 trading days ending Jan 5,
2017. Intervals not calculated for months with sparse trading in th ney options t
Source: Short-Term Energy Outlook, January 2017,

— U.S. oil imports

— U.S. oil exports 18585
46.2 3%9

— U.S. refiners b,

69.1

us
Canada
Mexico
M S. & Cent. America
Europe & Eurasia
Middle East
M Africa

23.3

Asia Pacific
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Restrictions on and Regulations of Hydraulic Fracturing
Will Intensify at State and Local Level
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Trump’s Election Will Curtail Regulation of Methane
Emissions — Flaring — from Oil and Gas Wells

ORI D6 TR GAS FLARES CAN BE SEIM FROM SPACE

— EPA’s proposal to regulate flaring from
existing wells will die on the vine

— Interior’s final fracking regulation on o #
federal lands is under stress — but could i
survive 0il Fields

— EPA regulation regarding methane
emissions from new and modified wells
likely to remain in force

Methane emissions are falling even as natural gas |

production is increasing

stibilar

mmMatural gas production =+=Nethane emissions

tams af 02
2
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il Frociuitian TRESIANE A1

Eilionz of c.icic izt por dar

L& Che hel Finiaakng m halia G5 Ssls

Eversheds Sutherland PRIVILEGED AND CONFIDENTIAL 15



Offshore Development: Reversal of Obama’s Decision to
Preclude Drilling Permanently in Parts of Arctic and Atlantic
Will Require Regulatory Process and Face Legal Challenges

OCSLA says the President is

empowered to “withdraw from
disposition any of the unleased

lands” of the OCS

Legal question is whether

withdrawal can be permanent
(past presidents using power for a

specified period)

designation

plan

Eversheds Sutherland

Analogous: Designations of
national monuments under
Antiquities Act cannot be reversed

An act to Congress can remove

In all events, compliance required
with regulatory requirements
regarding new five-year leasing

Atlantic Canyon Withdrawal

ATLANTIC
OCEAN

0B 8 1
Natral Wi

VRS

Afiantic Canyon Withdrawal
[ Norheast Canyons and Seamounts Marine National Monument

CHUKCHI
SEA
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Trump to Issue Cross-Border Permits and Federal Easements
for Oil Pipelines; Battleground Will Migrate to the States

E Danald J. Trurnp & -1 Fallow
ezl DonaidTrump

If 1 am elected President | will immeadiately
apprave the Keystone XL pipeline. No
impact on environment & lots of jobs for U.S,

E,EfBT EI,IEEE ‘ﬂni nﬂ g‘“ H . U

Trump’s approval of Keystone does not
include a grant of eminent domain over
private lands in Nebraska

—
D]
R e =i _
i - i N
| e
Lk 1 s 1
Sandhills:
)
pipeline allowed!
; ‘.
b e = Laun] Sartiaid
‘}./ \,_‘ W ) 0
\‘\ ) - e K 1
S o SR { = Ly o
%. } g ii m\m I i L
1 L 3 i < oy W I R~ ) Butial
2 emoriginal Keystone XL route T M P e T f 1% pudai ===
s =—existing Keystone | route ! J“ — o =2 N L "'_l:_
[Dlsersans sanriss |—alternate XL route to York =TT i s i | |
T |==alternate XL route to Hartington| | 7+ 3 R Sewatd

Despite Trump’s approval for Dakota Access,
opponents are planning site protest and
litigation of tribe treaty and other rights
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Trump’s Effects on Gas Pipeline Infrastructure in NE?

Propared by NGA, based on pollicly anvaliabie infarmation,.  Profect
focations approicmafe. Asof 11-16.

Proposed Pipeline Projects
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The Trump Administration Is Likely to Change RFS or Point of
Obligation and Hence Affect Accompanying RINs Market

Final Renewable Fuel Volume Standards Daily price of D4 Renewable Identification Numbers (Jan 1, 2014 - Dec 5, 2016) =
dollars per gallon eia
1.40
1.20
1.00
0.80
0.50
0.40
o0 o 0.20
*2018 Biomass Based Diesel Standard is Final 0 00 ; ; ; ;
- Conventi | Jan 14 Jul-14 Jan-15 Jul-15 Jan-16
RFS Volumes Disputed Scott Pruitt, Incoming RINs Prices Historically Volatile
Each Year EPA Administrator
Example lifecycle of a Renewable Identification Number (RIN)
Renewable Fuel [Apnes i i Eanmiblekiel
Producer gzr?e";:sted I Attached RIN S e e ke by Blender m Sfar:llgﬁ
Jﬂ';‘i’:éﬁ.’ﬁﬁi‘lm‘é
{Non-renewable B LI (I i ||
Fuel Refinery imported ] -+
ar RO L Retired RINg Purchased RIMs ara
lmpur‘ter incurred #m FIVO" fulflled retired to fulfill RWO*
* RWD = Renewable WYolume Obligation
Refiners Petitioned EPA to Change Point of Obligation to Blenders
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Additional Areas for Discussion of Impact of Trump
Presidency and Republican Congress on Domestic Energy and

Climate

Automobile
Efficiency
Standards

Federal
Wind and
Solar Tax

Credits

Development
of Federal
Lands (BLM)

NEPA
Review of
Federal
Actions

Dodd-
Frank
Rules;
Position
Limits
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ANWR
Development

Appliance
and other
Efficiency
Standards
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Regulatory
Reform

Coal:
Stream
Protection
Rule

Biodiesel
Blender’s
Tax
Credit

LNG Exports
and
Infrastructure

Natural Gas
Pipeline
Permitting

Electric
Vehicles
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